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QUARTSRLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS~ ~~ 
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FIRST QUARTER 1961 


In the first quarter of 1961 Canada's current payments to other countries exceeded 
current receipts by $361 million, which compares with $328 million in the same period of 1960, but 
is less than in the first quarters of 1956, 1957 and 1959. Virtually all of the deficit, 
$353 million,originated in non-merchandise transactions which were in greater imbalance than in any 
preceding quarter, with unusually large payments of dividends and rising interest payments coincid- 
ing with a seasonally large payments balance on travel account. In contrast, merchandise trade was 
close to balance, the import balance of $8 million comparing with $44 million last year and much 
larger deficits from this source in the first quarters of recent preceding years. 


Direct investment capital continued to flow into Canada at a rate which was high by 
historical comparisons, while there were renewed inflows from transactions in portfolio Canadian 
securities, Capital in short-term forms made up a substantial part of the net capital movement into 
Canada in the quarter. Official holdings of gold and foreign exchange were increased substantially, 
but reductions in other holdings were a significant offset. International money market transactions 
appear to be playing an increasingly important role in Canada's international accounts. Among the 
direct effects is a substantial non-resident demand for Canadian treasury bills, commercial, and 
acceptance paper. 


Contraction in import balance on merchandise trade 


Canada's merchandise trade was close to balance in 1961 with small declines from the 
previous year in both exports and imports. As the reduction in imports was more than in exports, 
the import balance of $44 million in the first quarter of 1960 turned into one of only $8 million in 
1961. 


Further rises in exports to overseas countries were the outstanding feature of Canadian 
exports in the first quarter of 1961. The level was higher than in the same period of the previous 
year to each of the United Kingdom, the Rest of the Sterling Area and other countries. Prominent 
among increases to the latter group were larger shipments to Japan. In contrast exports to the 
United States were less than in the same period of 1960 when demands for some commodities had been 
particularly high. 


In the early months of 1961 exports of many primary commodities and industrial materials 
to overseas countries were larger than in the previous year. In the case of some like wheat, ship- 
ments were substantially higher. Larger shipments also characterized some of the metals and forest 
products to overseas countries. In contrast there were some declines in metals to the United States, 
of which the drop in uranium shipments was the most outstanding. 


Imports in the quarter were some 4 per cent lower than in 1960 after adjusting totals for 
balance of payments purposes. Most of the decline occurred in purchases from the United States. 
Imports from overseas were generally maintained in total but in the case of imports from the United 
Kingdom there was some reduction in the total of commodities other than aircraft. While imports from 
all countries of some commodities like steel, automobiles and certain kinds of machinery were less in 
1961, there were increases in some like crude petroleum and some other industrial materials as well 
as large deliveries of aircraft. 


Rising deficit from transactions in services and other non-merchandise items 


The deficit from "invisible" transactions rose sharply in the first quarter to an estima- 
ted total of $353 million, which was higher than that of any previous quarter and about the level of 
the average of the annual deficits for 1952 and 1953. The receipts in the March quarter of 1961 of 
$319 million from transactions in services were a shade above those in the same period of 1960, but 
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i i . The widening in the non-merchandise 
total ents advanced from $601 million to $672 million ¢ 
opel te ha $69 million from $284 million in the first quarter of 1960 was concentrated mainly in the 
income account and to a mich lesser degree in the travel account. 


j i in the share of the deficit attributable to the income account from under 
40 per eet. nee cant in the three months of 1961, however, appears to have been in ies nee 
due to a shift from the last quarter of 1960 in dividend payments by Canadian subsidiaries to their 
non-resident parents. Between the March quarters of 1960 and 1961, total payments of interest and 
dividends climbed from $147 million to $200 million, with more than four-fifths of ie pe aan 5 
being derived from dividends, while receipts of interest and dividends remained practic olla onic 
at $34 million. As profits of branches and dividends paid by public companies were somew. Lo ; 
dividend payments by subsidiaries accounted for about $45 million of the oxtreo ne ee 
There were also income remittances of a non-recurring type totalling some millions of do pp hie: 
Higher payments of interest followed large issues of provincial, municipal and corporate bonds : 
early i 1960. 

Net payments on travel account increased $11 million from $76 million to $87 million, whic! 
caused nearly one-fourth of the deficit from service transactions in the current period under review, 
The rise in the spending by Canadian tourists abroad outweighed the small gain in expenditures by 
foreign visitors in Canada. Small and equal gains in both receipts and payments for freight service: 
and inheritances and migrants' funds left the deficits of $17 million and $20 million from the two 
sources unchanged in 1961 from those of the first quarter of 1960. Larger per capita funds tended t 
counteract the decline in the number of immigrants arriving in Canada. About $5 million was added t 
the non-merchandise deficit by a decline in gold production available for export from $44 million to 
$41 million and by an increase in official contributions from $10 million to $12 million, Net pay- 
ments on all other current transactions of $92 million, which accounted for more than 25 per cent of 
the "invisible" deficit in the three months of 1961, compared with the total of $93 million for the 
same period of the preceding year. 


Transactions by areas 


The expansion of $33 million, or 10 per cent, in the current account deficit from $328 
million to $361 million in the March quarter of 1961 was made up of an increase of $104 million in 
the current deficit with the United States, offset in part by a larger surplus with the overseas 
countries. More than one-half of the deterioration in the current balance with the United States wa 
attributable to non-merchandise transactions, while the increased surpluses with the United Kingdom 
and Other Countries took place entirely in merchandise trade, as the deficits on service transaction 
continued to grow moderately. The $47 million rise from $174 million to $221 million in the import 
balance on merchandise trade with the United States followed decreases both in merchandise exports 
and imports, with the decline in the former being about twice that of imports. On the basis of pre— 
liminary returns, merchandise exports were estimated at $670 million in the three months of 1961, as 
compared with $769 million in the corresponding quarter of the previous year, and merchandise import 
totalled $891 million and $943 million in the same two respective periods. Shipments of uranium 
were substantially lower and exports of other metals and some manufactured goods also appeared to be 
reduced. There were evidences of lowered imports of semi-finished steel and some types of machinery 


More than four-fifths of the $57 million rise in the deficit on the "invisibles" with the 
United States was concentrated in the income account, while the remaining 18 per cent of the 
increase was distributed among other items, including the decline of $3 million in gold production 
available for export. With no change in the totals of interest and dividend receipts between the 
March quarters of 1960 and 1961, the expansion of $47 million in the income account deficit originat 
from higher payments of interest and, in particular, of dividends by Canadian subsidiaries. The 
comments already made in the text relating to the unusual development in the current quarter in 
Eepeieione covering interest and dividends with all countries are equally pertinent to the United 

ates. 

In transactions with the United Kingdom, a gain of $33 million in merchandise exports from 
$209 million to $242 million in the first quarter of 1961 combined with a decline of $7 million in 
imports from $141 million to $134 million produced a $40 million rise in the surplus on merchandise 
trade. Larger shipments were indicated in early months of the quarter in tobacco, lumher, semi- 
finished steel and metals such as copper and platinum, while exports of other commodities such as 
uranium and aluminum were lower. Wheat shipments continued at about the level of the previous year. 
Small and offsetting changes in the balances on various service transactions had the net effect of 
widening the deficit by $6 million from $44 million to $50 million. The largest element among the 
changes was a $6 million increase in the net payments of interest and dividends to $30 million, whic 
represented 60 per cent of the deficit on non-merchandise transactions in the current quarter. 


oo & 


Summary of Current Transactions with the 
Ket * United States, United Kingdom and Other Countries 


First Quarter 1960 and 1961, 


and Changes between the Periods 
(millions of dollars) 


All Countries United States 
1960 1961 Change 1960 1961 Change 
Merchandise exports (adjusted) 1,283 15261 ~- 22 769 670 - 99 
Merchandise imports (adjusted) 1, 327 1,269 - 58 943 891 - 52 
Balance on merchandise trade - Ah - § + 36 -174 =221 - 47 
Other current receipts 317 319 oP 232 231 = 
Other current payments 601 672 ea 410 466 + 56 
Balance on non-merchandise transactions - 284 - 353 - 69 ~178 235 ay 
Current account balance - 328 - 361 ~ 33 ~ 352 -456 -104 
United Kingdom Other Countries 
1960 1961 Change 1960 1961 Change 
Merchandise exports (adjusted) 209 212 + 33 305 349 + Lh 
Merchandise imports (adjusted) WAD 134 aa? 243 224 Pad 
Balance on merchandise trade + 68 +108 + 40 + 62 £5105 +943 
Other current receipts 38 38 - 47 50 % 33 
Other current payments 82 88 +1 Ori 109 118 +9 
Balance on non-merchandise transactions — 44 = 50 = 6 - 62 - 68 suee 
Current account balance oe 5S ane) 5 = Seer, ea 


A surplus of $37 million evolved from transactions with Other Countries; and in magnitude 
and in the manner of development, the improvement in the current account balance with this group was 
similar to that with the United Kingdom. Exports to Other Countries advanced $44 million from $305 
million to $349 million; imports were practically unchanged at $244 million in the first quarter of 
1961; and the deficit on "invisible" transactions were $6 million higher. Within the Other Countries 
group the improvement in the current balance was distributed among the Rest of the Sterling Area, 
Other Metropolitan OEEC and "other countries" approximately in the ratio of 2, 1 and 2, with about 
the same absolute gains in the trade surplus being recorded in each area but with most of the 
$6 million increase in the non-merchandise deficit occurring with the OEEC countries. Exports to 
Japan continued to advance moderately in the three months of 1961, with larger shipments of wheat, 
seeds and some metals, such as refined copper. 


| 


Capital movements 


The capital account of the balance of payments reflects the continuation in the first quarter 
of 1961 of inflows for direct investment at a level close to that prevailing near the close of 1960, 
but well below the record inflow established earlier in the year. The proportion not directly related 
to new capital formation was larger than in the final quarter of 1960. Outflows of Canadian capital 
for direct investment in other countries were at their highest level since 1956 but also reflected 
some acquisitions of existing concerns. There was a marked resurgence of interest by non-residents 
in Canadian securities and increased recourse by Canadian borrowers to foreign markets. Official 
holdings of gold and foreign exchange were increased substantially, but other Canadian holdings of 
foreign exchange were reduced. A factor of considerable significance is the increasing activity in 
the money market in Canada and elsewhere. This has manifested itself in the sale to non-residents of 
short-term instruments in Canadian dollars such as treasury bills, and commercial and acceptance 
paper. Widespread and rapid shifts of international balances, which tend, of course, to be concentra- 
ted in the currencies in more general international use, have also been discernible in Canadian 
statistics. 


Capital movements in the long-term forms shown separately in statements of the Canadian 
balance of payments led to a net capital inflow of $153 million in the first quarter. (This was 
equivalent to about 42 per cent of the current account deficit in rather sharp contrast with the 
first quarter of 1960 when the inflow of $401 million in these forms was about a fifth greater than 
the deficit on current account; however in the final quarter of 1960 the net inflow in these forms 
was only $53 million, equal to 17 per cent of the deficit.) Capital movements in other forms included 
outflows of $8 million reflecting reduced Canadian dollar holdings of foreigners and of $105 million 
representing the accumulation of official holdings of gold and foreign exchange. The category of all 
other capital movements showed a net inflow of $321 million. 


The net movement of foreign capitel into Canada for direct investment in foreign—controlled 
enterprises during the first quarter is tentatively placed at $120 million. This is about $10 million 
smaller than in the final quarter of 1960, and about $90 million smaller than in the corresponding 
quarter of that year. The inflow in the first quarter of 1960, including some acquisitions by non- 
residents of existing Canadian enterprises, was the highest on record but the inflow in the first 
quarter of 1961 was as large as any other first quarter on record. 


Net movements of direct investment capital into the petroleum and natural gas industry and 
into mining and smelting represented somewhat more than half of the total, in the first quarter of 
1961, but were of relatively smaller importance than in 1960. Important amounts of capital were 
directed to manufacturing, real estate, and merchandising. A minor but significant part of the inflow 
- relatively as much as in the first querter of 1960, and more than in the final quarter - involved 
the acquisition of existing enterprises, refinancing and similar transactions not directly related to 
current capital formation in Canada. Somewhat under three-quarters of the net inflow in the first 
quarter was from the United States, and about one-quarter was from the United Kingdom. 


The net outflow of Canadian capital for direct investment abroad during the quarter is 
tentatively estimated at $35 million. Significant amounts of capital were transferred to Canadian 


enterprises abroad, and in addition Canadians acquired control of a number of foreign enterprises 
outside Canada. 


Transactions in long-term Canadian portfolio securities brought $65 million into Canada in 
the quarter. This was a change of $121 million from the preceding quarter, when these transactions 
led to a capital outflow of $56 million, but the inflow was much smaller than the inflow of $193 
million in the first quarter of 1960 or than in earlier first quarters since 1955. The total 
included $80 million from the sale to nomresidents of new issues, mainly of corporations and pro~ 
vincial authorities, $31 million from the net sale of outstanding Canadian bonds and debentures, 
mainly Government of Canada direct and guaranteed issues, and $13 million from the net sale of out— 
standing Canadian stocks. Retirements of foreign-held Canadian securities, on the other hand 
totalled $59 million, made up for the most part of corporation issues. d 


Transactions in foreign securities were in balance during the first quarter, In the final 


quarter of 1960 they gave rise to a net capital export of $29 million, and in the fir 
st ter of 
that year to a net capital import of $13 million. / se easy 


Intergovernmental loans gave rise to a capital inflow of $3 million as India 
i t 
repayment of principal under a special loan for the purchase of wheat and flo a ia made the first 


05 


Canadian dollar holdings of non-residents fell slightly during the quarter. This capital 
sxxport followed inflows in this form of $120 million during the last half of 1960. Substantial changes 
in the composition and ownership of the holdings are concealed within the comparatively small net 
novement in the first quarter. The rapid shifts of short-term funds which have been characteristic 
yf the international money markets have not been without effects on Canada. 


Included in the net movement was the addition by normresidents of about $30 million to their 
10ldings of Canadian treasury bills, bringing the total to about $150 million. Sales to nonresidents 
luring the quarter aggregated nearly $160 million but there were, of course, substantial maturities 
1s well as repurchases. The inward movement was concentrated in the month of March when there were 
sales of more than $85 million and non-resident-owned holdings rose by nearly $50 million; during 
10st of the month treasury bill yield differentials between Canada and the United States, after ex 
change protection, ranged between three-quarters and one per cent. Offsetting the increased Canadian 
lollar holdings in this form were sharp declines in deposits belonging to non-residents; the net 
lecrease was $38 million which was in turn made up of both substantial increases and decreases. 


Some indication of dispersion of the changes may be gained from their broad geographical 
listribution. Residents of the United States added some $44 million to their, Canadian dollar hold- 
ngs, while holdings of residents of the sterling area fell by $7 million and those of residents of 
yther overseas countries fell by $45 million. 


Canada's official holdings of gold and foreign exchange increased substantially during the 
wuarter., This increase in external assets represented a capital export of $105 million, The change 
as the largest in any quarter since the termination of foreign exchange control in 1951. The move- 
ent was practially all in holdings of United States dollars, and brought Canada's official holdings 
yf gold and United States dollars at the end of the quarter to $1,935 million in terms of United 
states currency. Well over half the increase occurred in January. 


| All other capital movements are estimated to have given rise to a net capital import in the 
‘irst quarter of $321 million. This striking figure is very much larger than in any earlier quarter 
overed by official estimates. It is clear that the development and extension of the short—term 
oney market in this country have effects on our balance of payments, while international movements 
f short-term capital on a world-wide scale have been too widely recognized and discussed to require 
ore than mention here. In general, there have been shifts of short-term financial capital, both 
reign and Canadian-owned, from the United States and some other areas to Canada, offset in part by 
anadian movements into short-term sterling assets. 


There was a substantial credit in the Canadian balance of payments in the first quarter 
ising from a reduction of private and banking holdings of foreign exchange. This was of the order 
f $100 million,representing a significant reversal of the capital export aggregating $160 million 
ow recorded for the acquisition of such holdings during 1960 as a whole. The movement in the 
irst quarter involved an inflow of the order of $160 million through reductions in holdings of 
ted States dollars, offset by increased holdings of about $60 million of sterling. It is perhaps 
ignificant that in the middle of the quarter United Kingdom 3-month treasury bill yields were more 
han 14 per cent above Canadian, and well over ? of one per cent higher after provision for exchange 
otection. On the other hand the yield on United States bills was below the Canadian yield, both 
fore and after exchange protection. 


In the light of this net movement of about $60 million in a period of fifteen months, it 

ill be of some interest to note that foreign currency deposits with the Chartered Banks of Canada as 
whole rose in the same period from about $2,372 million to $2,835 million, while their net foreign 
ssets, after provision for reserves, increased from $21 million to $55 million. There are many 
actors entering into the reconciliation between the series appropriate for the balance of payments 
ad the Statutory Returns of the Chartered Banks. Some of the reported deposits form part of the 
yerations outside Canada of the banks, while some which are in Canada are not assets of Canadian 
ssidents or are associated with loans in foreign currency to Canadian residents and are not foreign 
ssets from the point of view of the Canadian economy as a whole. On the other hand there are impor- 
unt foreign currency deposits held directly outside Canada by residents other than the banks. 


H 


. Also reflecting money market developments, sales to nomresidents of short-term commercial 
wper have been of increasing importance, and probably accounted for about $60 million of capital 
iflow to Canada in the first quarter of the year. In addition, borrrowings from nomresidents by 
nance companies, including sales of acceptance paper, accounted for about $10 million. 


Subject to further revision. The capital import of $78 million previously shown for this series 
reflected large reporting errors by some respondents, invalidating some of the comment in the text 
of the last issue. 


Among other inward movements recorded in the first quarter were capital transfers by 
insurance companies, and reductions of loans to nomresidents. On the other hand there were out- 
flows covering the repayment of loans from United States banks by some Canadian corporations. 
There were large movements in both directions arising from open inter—company and other 
commercial accounts. Also included is the balancing item reflecting the difference between the 
estimated current account balance and the capital movements for which quarterly data have become 
available. 


While the Canadian dollar continued to be traded at a premium in foreign exchange 
markets during the opening months of the year, the average value over the first quarter was 
lower than it has been in any quarter since 1956, The quarterly noon average value of the 
United States dollar in the Canadian exchange market was 98.99 cents in Canadian funds. The 
trading range over the quarter was less than 14 cents. 


pa es 


Transactions with Non-Residents in Canadian Treasury Bills 
(Millions of Canadian dollars) 


Repurchases Net Change Holdings at 
Sales and Maturities in holdings month-end 

1958 — December e@oeoece eee eee eee 50 
1959 - January @eeeove y/ 20 —) 3 47 
February ...+. 28 10 +18 65 

March eeooeveee 18 53 -15 50 

April esceceevece 30 13 +7 67 

May eeeeoeeeeeee 28 19 + 9 716 

GUNG 5 bc ce0ses 59 22 +37 113 

July @eeeeeeee 39 30 + 9 122 
August @eeeeeee 43 26 517 139 
September .... L5 40 =25 lA 
October eoeec0e 13 45 =—32 82 
November eecoc o. Al -10 72 
December ..... 48 56 nS 64 

WGA Vols cisicis see 369 355 +14 64 

1960 - January eeooeee 20 12 + 8 12 
February eoecoe 16 29 ~13 59 

March eeereeeee 21 24 bars 3 56 

| April @eeeeeo oe 16 12 + 4 60 
May @eeeeoeeoene8 18 20 - 2 58 

; June eeeeeesnee 19 31 -12 46 
July @eeceeoeoeoe0a ese 43 Wee +26 712 
August ..cecee 36 17 +19 91 
September e@ceoce 28 46 =18 73 
October eeccee 68 36 1132 105 
November ove. 49 lA +35 140 
December eves 46 66 ~20 120 

Year @eeeeonveeaede@ 380 324 +56 120 

1961 = January ...0.- 46 47 -1 119 
February ...+. 27 43 -16 103 

MArGh cece secre 87 40 +47 150 


Other non-resident participation in the Canadian short—term money market included the 
acquisition during the first quarter of 1961 of about $60 million of commercial paper, and 
borrowings by Canadian finance companies, including sales of acceptance paper, of about $10 million. 
Both amounts are net of repayments. 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1961 are preliminary and 


Le 
if EL ree IV 
A Current Receipts a 9 
1 Merchandise exports (AdjUuSted) oo... cceseeeseeee este eeseeenenees 1,060 l, ie 1, ee ee 
3 Gold production available for @XPOFt ........ccccceseeseeeeeeeeees 37 fe xe é1 
4 PAV ELI XDCNUILULES cemensc rts ivccce cece rescence eae ceoe ees otucacutanoue 32 : 7 70 
5 Trteresh end GIVidGns ee. tecd deere cscwdevncloeeuemadsrsdepergenns 30 4 ae a 
6 Pratpire eid Shi pitty esc con creceae eee oes ecw. 93 12 a3 2h 
7 Inheritances and immigrants’ funds ............cccccceeceeeeeeeeeee 18 34 tee 3 
11 ATIFORHEE CULOTE LEGCO UDER. .a-cncgiet etc caer diab ence ees 92 94 
12 Total CURTeit ECCI ES ices rs tht ence reeset aces 15.763 1,813 1,847 
Current Payments 
‘ 1 Merchandise imports (adjusted) ..........cccccecscesceeseesecsseseesseee 1,218 a3 55k dig rt 1,423 
4 PPPHVG I EXP CHMItUROS Whois ciccccsccss ete tigncss.ssvacmnaeeneas eens 117 144 PAM ae 
5 Tntereat And mi vicend Soe. kcisrci.n cee cea tdmecaswantsernaceae es ap Aad ihe 150 ane 
6 Fact bat eth ed UT coogi se wd eres sessavc elven wee Pocbaaceose tame 99 i335 149 
q Inheritances and emigrants’ fUNdS ..........ccccccccesssseesecseseseeees 31 39 47 ne 
9 CMe ab contri DULONe = oa We onchee as ee Wiccan 9 oe 22 
11 Alb Other CUIPant Pay MOLE: v.accccode ence eee one taenens 169 174 Leo 174 
12 Total. Current Payment s...0,ccferas vnc cnact dis ne iss 1,784 ip AA AsU39 2, lige 
Balance on Merchandise Trade ...........ccccccsscccscessssescsecesereeaveee mm 158 - 197 - 9% + 26 
Balance on Other Transactions, excluding B 9 .................. = 255 - 233 - 210 ~- 302 
GHipetal Contribs lone. oes wees cet eee sen cathtened ne ee - 9 - 21 - 22 - 19 
Cc Curretit Account Balance tiicucci..-cccccpeoriceesicsiniseatiesaycause-ndevemeeh cc = 422 - 451 - 326 - 295 
D Capital Account 
Direct Investment 
1 Direct Investineny hi Canada: i tetrecssucinccvaettvant aes +101 FLO + 85 + 183 
DEFCRU iv eStMent ADROR Gs Fiicchnccemccnetanien Per esd - 25 - 13 = 2h - 18 
Canadian Securities 
3a Trade in outstanding bonds and debentures ............... +) 33 aoe PLE + 32 + 1} 
3b Trade in outstanding common and preference stocks...... 32 + 33 + D6 + 19 
4 [To Us oe Cy 11 ee Se RS? eR OR OO Vn + 180 © EE? + 213 + 197 
5 1) TS 2 Meter a eee me: Se A en Rn - 42 - 84 - 61 — ee 
Foreign Securities 
6 RIAG er iNsOUuLStendingaASSUCS meres ween ess ee = 5 — = ) = 8 
uf NGWIISSUCS merce a Ad eect teem ot pie ue ae Ne ded RA — a = P) = ib = ff 
8 Rei MRE RENEE Feces art ets es ts ater Sea aoe So nares ewev oan = 3 + 2 + 3 + 4 
Loans by Government of Canada 
9 TREE WANE Screen ean sh veer a eae Ren se ~ 1 - ~ = 
10,11 IOS UN hae oes ho as pe har amr sd etecse - i 9 ~ + 25 
13 Subscriptions in gold and U.S. dollars to international | 
PING. E) AVCN eles ty treet ee a ee - - - - 59 
14 Change in Canadian dollar holdings of foreigners.............. ms Ae pe Ae +e - AL 
16 Change in official holdings of gold and foreign 
OFONSN ES {INCTESSS “MINS \ God on te ee £9 VLD mr “3 - 3 +, 67 
17 SAGE COMICAL MmOVOMONES 4. sc2.<cdssuaslodssdesssacatecasaanackol: pea til b b SO) ake sd | - 4 
E Peon, Cepaen) MOVOMONG, 25005. 54 cue teks eee ce +-}22 any Ae + 326 * 295 
NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 
Al) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
B1) ‘The Canadian Balance of International Payments’’, 


A 11) This item includes government transactions n.O.p., personal and institutional remittances, miscellaneous income, insurance trans- 
B 11) actions, and business services, 


BALANCE OF INTERNATIONAL PAYMENTS 


io , 1960 
a for 1959 are subject to revision. 


1960 1961 Annual Totals Four Quarters 
I II Gg IV I ending 
1958 1959 1960 March 31,1961 


A 
1,283 1, 323 sl oyale nl a 15261 1887 5,149 5400 5,378 1 
AA 35 42 40 Al 160 8 161 158 3 
36 91 224 66 38 349 391 417 419 4 
22 Zt 36 67 34, 168 183 175 17 5 
% 107 aa) 103 97 401 420 415 Tat 6 
18 PN, au 24, 19 97 109 102 103 7 
90 99 104 96 90 375 385 389 389 11 
mycod ~ 1,721; 1,949 ~.1,789 1, 580 6,437 6,785 7059 7,039 12 
B 
1, 327 PD SLOn Ne 15317 1,394 1,269 5,066 5s ale 5, 548 5,490 1 
112 168 219 133 125 512 598 632 645 4 
147 161 163 184 200 612 657 655 708 5 
121 137 139 230 114 1,60 525 526 529 6 
38 43 50 50 39 145 164 181 182 7 
10 9 16 23 12 53 yar 58 60 9 
183 179 183 184 182 690 692 729 728 11 
meo78 2,207) 2,087. 2,107 1,941 7,568 8,279 8,329 8,342 12 
Me a 187 SLO 1 ree | 9 22 AS er SLD - le 
eo 6 = 200 = 2060 | ke 294 - 341 -~ 899 -1,000 -1,064 ai,43% 
mej = Off = 16 (- 23 - hk Sera he we oy? oe - 60 
coos 8. {665 — 138 = 318 - 361 1,131 9 -1,494  -1270 ~1, 303 Cc 
D 
tp 175 Hh 175 + (130 +2120 + 420 + 550 * 690 
5 = he 0 CCS Sse eees “Yhr a8 80) etme 
7 oe \ So ea > a +. 3y ee te? ee ee 
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NOTES: 


D A minus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 This item includes m4inly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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Canada's current deficit from transactions in goods and services with other countries was 
less both in the second quarter and the first half of 1961 than in similar periods of recent years. 
At $323 million in the second quarter and $670 million in the half year these deficits compare with 
$470 million and $791 million respectively in the same periods of 1960, and are less than in corres- 
ponding periods since 1955, with the exception of the first half of 1958. 


Sharp contraction in import balance on merchandise trade 


The reduction in imbalance in the second quarter was almost all due to the sharp contrac- 
tion in the impors balance on merchandise trade. The latter was mainly brought about by a rise of 
more than 40 per cent in the value of exports to overseas countries other than the United Kingdom, 
together with a small reduction in imports from the United States and United Kingdom. The deficit 
from non=merchandise transactions of $281 million remained about the same and represented a larger 
proportion of the current deficit than in the same period of last year. 


In the six month period the reduction in imbalance was less than in the second quarter due 
to an increase which occurred in the first quarter. In the half year the reduction all occurred on 
merchandise account and was the joint effect of an increase in exports and a decrease in imports of 
generally similar size. On non-merchandise account the deficit of $627 million was some 12 per cent 
greater than in 1960 and represented most of the current deficit of $670 million. A large part of 
the increase in this part of the deficit originated from heavy dividend transfers in the first 
quarter rather than in the final quarter of 1960, and larger interest payments on bonds. 


In the second quarter of 1961 the direction of Canadian exports again reflected strong 
overseas demands. The principal change from the previous year was the continued rise in exports 
| overseas to countries other than the United Kingdom which were some 40 per cent higher than last 
| year. The value of shipments to the United States in contrast was at about the same level as in 
1960 but this marks an improvement over the same comparison for the first quarter when the export 
total to the United States was appreciably less than in 1960. And exports to the United Kingdom 
were moderately lower in the quarter. 


A sharp rise in wheat shipments was the most important factor behind the second quarter 
increase in exports. The gain in wheat shipments overseas accounted for the largest part of the 

| over-all increase in exports to overseas destinations. The relative stability in the total of 
exports to the United States was the result of a variety of offsetting increases and decreases. 

| Gains in some major exports to that country cffset declines in such commodities as uranium and iron 
| ore. 

In the half year the trend in merchandise exports has been a gain of over 3 per cent in the 
total to all countries. About half of the continued rise in the movement to overseas countries was 
offset by the drop in shipments to the United States which was concentrated in the first quarter. 

In the half year period, too, a special factor in the increase was the higher export of wheat. 


Imports of merchandise into Canada continued to be characterized by the relative stability 
| in totals. Changes on the whole have been small and the adjusted figures used in the balance of 
| payments have been influenced by special factors connected with some commodities like aircraft, with 
| the continued deliveries of commercial airliners. The relative stability appears in totals of 
| commodities imported from both the United States and overseas. The same broad pattern applies to 
the half year as well, although there were more declines in that period in imports from the United 
States. 


Prepared in the Balance of Payments Section, International Trade Division. 
7503= 50961 


Rocer DUHAMEL, F.R.S.C., Queen’s Printer and Controller of Stationery, Ottawa, 1961 
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Deficit from services and other non-merchandise items 


The deficit on "invisible" transactions stood virtually unchanged at $283 million and 
$281 million, respectively, in the second quarter of 1960 and 1961, but represented three-fifths and 
seven-eighths of the current account deficits of the two periods, on account of the influence of the 
change in the merchandise trade balance. Moderate increases in net payments of government expendi- 
tures abroad, miscellaneous income, migrants’ funds and personal remittances were more than counter- 
balanced by reductions in the deficits on travel and income accounts and by a higher value of gold 
production available for export. 


A larger rise in receipts than in payments of interest and dividends reduced the deficit on 
this account from $124 million to $117 million in the quarter. The expansion from $40 million to 
$56 million in the receipts was due primarily to a large transfer to Canada of earnings, which 
covered an extended period. Remittances abroad of interest were higher, as also were those of 
dividends, the income account payment totals being $164 million and $173 million respectively in the 
second quarter of 1960 and 1961. Following exceptionally large total remittances of dividends by 
subsidiaries to parents abroad in the March quarter, similar remittances in the second quarter 
resumed more normal proportions, and the moderate rise in aggregate dividends remitted was primarily 
due to items of a nomrecurring nature. Net payments on income account represented 44 per cent and 
42 per cent of the total deficit from non-merchandise transactions in the second quarter of 1960 
and 1961. A rise in travel receipts from $91 million to $102 million and in payments for travel 
abroad from $168 million to $173 million had the effect of reducing the deficit on this account from 
$77 million to $71 million. Gold production available for export advanced from $35 million to 
$42 million in the June quarter of 1961. Net payments for freight and shipping services remained 
unchanged at $22 million, as receipts and payments stood respectively at $116 million and $138 
million, following slight gains from the second quarter of 1960. 


A larger deficit on government account in the June quarter of 1961 was attributable to the 
payment of Canada's assessment towards financing the United Nations' operations in the Congo and in 
the Middle East and larger military expenditures in the United Kingdom, together with lower estimated 
defence expenditures in Canada by the United States. Conversely, official contributions, including 
aid under the Colombo Plan, are estimated $3 million below the $10 million total for the second 
quarter of 1960. A $6 million decline in receipts of miscellaneous income was mainly due to a nom 
recurring compensation for contract cancellation in the 1960 quarter and also to somewhat lower 
transfers of various types of miscellaneous income. A reduction in the number of immigrants 
arriving in Canada together with more active emigration to the United States accounted for $4 million 
rise to $18 million in the deficit on migrants' funds and inheritances. 


Transactions by areas 


The reduction of $147 million from a current deficit of $470 million with all countries to 
that of $323 million in the June querter of 1961 was concentrated in the balance with Other 
Countries, where a turn-around of $133 million occurred from a deficit of $36 million to a surplus 
of $97 million. The current account deficit with the United States was reduced and the surplus with 
the United Kingdom was increased by $7 million in each case. The recovery in the current account 
balence with Other Countries was based on a gain of $134 million in exports, supported by a reduction 
of $8 million in the deficit on "invisible" transactions, but offset by about the same amount by 
larger imports. Within the Other Countries group, @s the current account balance with the Rest of 
the Sterling Area was virtually unchanged between the second quarter of 1960 and 1961, and as the 


improvement with the OEEC group was limited to an estimated $20 million, over four-fifths of the 
change was found in the balance with "other countries", 


The decline in the deficit on current account with the United States from $447 million to 
$440 million followed a $9 million reduction in the deficit on merchandise trade to $231 million, 
together with a $2 million increase to $209 million in the deficit on nommerchandise transactionse 
Changes in the component totals were minor, considering the magnitude of the individual aggregates. 


The deficit on merchandise trade accounted for slightl 
y more than one-half of t 
balance in the two periods under comparison, of the current account 
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The $7 million addition to the surplus on current account with the United Kingdom, which 
stood at $20 million in the June quarter of 191, resulted from a $11 million gain in the trade 
surplus, offset by a $4 million increase in the "invisible" deficit. Merchandise exports declined 
from $231 million to $217 million, while the fall in imports was almost twice as large, from $186 
million to $161 million. In transactions with the Rest of the Sterling Area,an $11 million decline 
in merchandise exports was covered by an improvement of $13 million in the balance on non-merchandise 
transactions, including extraordinary transfers of income to Canada. An expansion of over 10 per 
cent in exports to OEEC countries, a decline of about one-half the magnitude in imports, together 
with a small increase in the net payments on services erased the current account deficit, which was 
estimated at $20 million in the second quarter of 1960. 


The substantial improvement in the current account balance with "other countries" was 
attributable to the approximate doubling of exports, which were valued at about $110 million in the 
June quarter of 1960, offset by a much smaller increase in imports, At the same time non-merchandise 
transactions with these countries remained close to balance. Larger wheat shipments to Communist 
China, Czechoslovakia, Russia, Poland, Japan and Finland represented roughly two-thirds of the export 
gain between the two quarters. 


During the first half of 1961, all the component areas, with the exception of the United 
States, contributed to the $121 million reduction in Canada's current account deficit. The deficit 
with the United States gained $93 million from $788 million to $881 million, while the balances 
improved moderately with the United Kingdom, the Rest of the Sterling Area and the OEEC group, and 
more substantially with "other countries", The balance on merchandise trade, which remained 
unchanged or became more favourable with every area, except the United States, yielded together a 
net reduction of $188 million in the "visible" deficit from $231 million in the six months of 1960 
to $43 million in the same period of the current year. On the other hand, the deficit on non 
merchandise transactions continued to grow, with most of the $67 million rise originating in trans- 
actions with the United States, and with the only partial offset occurring with the Rest of the 
Sterling Area. 


Capital movements 


During the second quarter portfolio capital re-asserted itself as the largest single source 
of capital inflow to Canada. More than one-quarter of it was for investment in corporate equities, 
and more than one-half for investment in corporate funded debt. A substantial part of this movement 
had been arranged earlier. Inflows for direct investment in foreign-controlled enterprises rose 
slightly. As might be expected in a period of change there were also shifts in movements of capital 
in short-term forms. 


Capital movements in the long-term forms shown separately in statements of the Canadian 
balance of payments led to a net capital inflow of $252 million in the second quarter, equivalent to 
78 per cent of the current account deficit in the period. The inflow in these forms of $148 million 
in the first quarter was equivalent to 43 per cent, and in the preceding quarter it had been equiva- 
lent to only 19 per cent, 


Geographically in the first half of 1961 about 90 per cent of the net capital inflow in 
these long-term forms came from the United States, and about 15 per cent from the United Kingdom, 
while there were net outflows on balance to other overseas countries. 


Special capital transactions of the Commonwealth of Australia during the second quarter 
were reflected in several places in the Canadian capital account. Late in March the Commonwealth 
had arranged the sale to Canadian underwriters of an issue of $20 million 53% Twenty Year Bonds 
payable in Canadian dollars for delivery in April. The proceeds were to be applied towards capital 
works expenditures being financed under the loan programmes approved by the Australian Loan Council 
for the Governments of the Commonwealth and the States. There was some non-resident participation, 
and net Canadian purchases are included under new issues of foreign securities in the second quarter. 


Late in April the International Monetary Fund announced that it had agreed to a drawing by 
the Government of Australia in currencies held by the Fund equivalent to $175 million in United 
States funds, and had also entered into a stand-by agreement to cover additional drawings (which 
Australia is since reported to have terminated). The purpose was to support the Australian Govern 
ment in its efforts to improve its foreign payments position. The funds draw included about $10 
million in Canadian dollars. (This was the second occasion upon which a member country has 
purchased Canadian dollars from the Fund; in 1956 Egypt purchased nearly $15 million.) The Fund's 


ah ce 


holdings of Canadian dollars were largely replenished by a co-incidental payment by Canada of 


$9 million representing adjustment of Canada's subscription arising from exchange rate changes. 


The net inflow of capital for direct investment in foreign-controlled enterprises in Canada 
is tentatively estimated at $140 million in the second quarter, compared with $125 million in the 
preceding quarter and with $155 million in the cerresponding quarter of last year. About three- 
fifths of the net movement was directed to the mining, petroleum and natural gas industries. The 
financial group accounted for about one-quarter, with inflows for the acquisition by United Kingdom 
and United States interests of existing insurance companies particularly prominent in the total; 
these inflows were offset in part by outflows to previous owners resident outside Canada. 


During the second quarter the inflow of capital for the acquisition of existing enterprises 
was greater than in the first, but the outflow for the repatriation of ownership of Canadian concerns 
was also larger, and the increase in the net inflow for direct investment did not arise from these 
special types of transactions. Repatriation of ownership included mining and merchandising concerns, 


Geographically, about half the net inflow of capital for direct investment in foreign- 


controlled Canadian enterprises in the second quarter came from the United States, while more than 


two-fifths is estimated to have come from the United Kingdom. The proportion from the United States 


has tended in recent periods to be between 70 and 80 per cent, but the acquisition of insurance 


companies referred to earlier led in the second quarter to inflows from the United Kingdom and out- 


flows to the United States. 


The net outflow of Canadian capital for direct investment abroad during the quarter is 


tentatively estimated at $35 million, the same figure as for the first quarter, The total of $70 
million for the first half of 1961 compares with $85 million for the whole of 1960. In contrast to 
the first quarter when perhaps half the outflow was to the United States, over two-thirds of the 
outflow in the second quarter was to overseas countries. 


Transactions in long-term Canadian securities led to a capital inflow of $152 million in the 


second quarter, compared with $55 million in the first quarter of the year and with $107 million in 
the second quarter of 1960. Among the outstanding features was the net sale of $66 million of out- 
standing Canadian securities, which was as large as any since the third quarter of 1956; nearly half 


the amount represented net sales of stocks. Residents of the United States acquired $80 million of 
the outstanding issues sold by Canadians, while residents of the United Kingdom resold to Canadians 
some $15 million. Residents of other overseas countries added $1 million to their holdings through 
trade in outstanding issues. 


Sales to nomresidents of $182 million of new issues were more than twice the total for the 

first quarter of 1961 and four times that for the final quarter of 1960, but there were two earlier 
periods in which the total had been as high as 
$295 million. The large total of proceeds of 


New Issues of Canadian Bonds Sold to sales of new issues to non-residents in the 
United States Residents second quarter was influenced by the delivery of 
some issues for whose sale contractual arrange- 
arter Contracts Deliveries ments had been completed earlier. A comparison 
of the data in respect of sales of new issues of 
(millions of dollars) Canadian bonds to residents of the United States 
1960 IQ 182 185 is given alongside, and a more complete statement 
II Q 100 125 appears on page eleven. The total sales of new 
III Q 53 33 issues to all non-residents in the second quarter 
IV Q 103 2% included $136 million of corporate bonds and 
stocks, the highest level for ee eee a 
the second quarter of 1957. Some m on o 
171 ee ; “4 id municipal issues together with $15 million of 


Government of Canada issues and $3 million of 
provincial issues made up the balance of the total. 


Retirements of foreign-held Canadian securities totalled $96million and were larger than for 
any quarter in the last decade. Corporate issues accounted for $41 million, Governmert of Canada 
direct and guaranteed issues for $33 million, and provincial and municipal issues for $22 million. 
All these figures are apart from transactions in Government of Canada treasury bills and Canadian 
commercial and finance paper which are the subject of later comment. 
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Transactions in long-term foreign securities led to a net capital outflow of $13 million. 
Trade in outstanding issues was in near balance despite a turn-over of nearly a quarter of a billion | 
dollars in the quarter. Canadians paid out $15 million for the purchase of new issues of foreign 
securities and received $2 million from the retirement of previously held issues. 


Regular instalments of principal fell due during the second quarter on intergovernmental loans 
to Belgium and The Netherlands, giving rise to a capital inflow of $8 million, 


CHANGE 
Canadian Canada Canadian dollar holdings of non-residents 
Dollar Treasury Deposits fell by $70 million during bap quarter. Dire of 
Quarter Holdings Bills etc, the decline was in holdings of Government o 
: Canada treasury bills. These fell by $72 million 
(millions of dollars) in the quarter, and by $74 million in the month of 
June alone reflecting the maturity of exceptionally 
1960 PQ 2 - 8 see heavy sales in March. During most of that month 
Tie oe 2 - 10 sald =) treasury bill yield differentials between Canada 
TiteG 45 hg As + 18 and the United States, after exchange protection, 
2 ha” dal be TAT + 32 ranged between three-quarters and one per cent. 
1961 These differentials did not continue and on the 
SR et ae - 38 whole over June tended to be less than one- 
IIQ -70 - 72 ae quarter of one per cent. 


Geographically Canadian dollar holdings in the form of treasury bills and deposits by 
residents of the United States fell by about $100 million, but holdings of Continental Europe and 
the United Kingdom rose respectively by $19 million and $8 million. 


Canada's official holdings of gold and foreign exchange were increased again during the 
second quarter, but the rise was smaller than in the first quarter. These increases in external 
assets represented capital exports of $51 million in the second quarter and $105 million in the first. 
The movement in the second quarter included an increase of about $1 million in official holdings of 
sterling, but apart from this the entire movement was in holdings of gold and United States funds. 
Canada's official holdings of these, expressed in terms of United States dollars, rose from $1,935 
million at the end of the first quarter to $1,985 million at the end of the second. At this level 
they were $12 million above the previous month-end record of $1,973 million for July, 1957. Some 
$36 million of the increase in the more recent quarter occurred in June. 


In his Budget Address delivered to the House of Commons on June 20th the Minister of 
Fanance announced that the Government had reached certain policy conclusions relating to the flows 
of capital and terms of lending within Canada, the import of capital from abroad, the level of the 
Canadian dollar, and the deficit in Canada's current international transactions. These conclusions 
are set out on page ten. In his remarks the Minister indicated the Government would like to see 
the spreads narrowed between interest rates in Canada and those in the United States and some of the 
European capital-exporting countries. Dealing with exchange operations he announced that: 


"the exchange fund will be prepared, as and when necessary, to add substantial 
amounts to its holdings of United States dollars through purchases in the 
exchange market. This would have the effect of increasing the foreign exchange 
reserves available to Canada to be used in case of need. As many competent 
observers have pointed out, these reserves have not grown over the past decade 
in line with Canada's international transactions. Once an exchange rate more 
closely in line with Canada's economic position is achieved, the government will 
use the resources of the exchange fund to ensure that the rate is kept within a 
range appropriate to Canada's changing economic situation. The value of our 


currency must, of course, ultimately depend upon our pursuit of appropriate 
economic policies, " 


The Canadian dollar weakened on the world's exchange markets during the quarter. The United 
States dollar had closed at 98.91 cents in Canadian funds at the end of March, while at the end of 
June the closing quotation was 103.50 cents. The low for the quarter was 98.59 cents and the high was 
103.53 cents. This was its highest level since 1951; in the intervenin period the United States 
dollar had traded in Canada down to 94,22 cents. The largest part of the change occurred between 
June 12 and June 23 when the noon average rose by more than four cents. The noon averages for the 


months of the second quarter were successively 98.89 cents, 98.75 cent a 100 Th 
for the quarter as a whole of 99, 5 petze s an ~55 cents. The average 
Danka Sar 1950 aa e Ape of 99.42 cents compared with 98.99 cents in the first quarter and %.97 


All other capital movements were inward during the second quarter as they have been with one 
exception each second quarter since 1950 when official quarterly estimates comparable to the present 
series were commenced. Publication for the first time in a statement on this page of the principal 
components identifiable quarterly is a further step in the effort to provide useful detail for those 
interested in this group of movements whose statistical measurement has presented major difficulties. 
Although a great deal of work has been done in the development of these data, they are necessarily 
less precise than for other accounts in the main balance of payments statement. 


Among the features which stand out in the statement are the return to Canada of a 
considerable volume of Canadian private and banking holdings of foreign exchange, in contrast to the 
outflows which augmented these holdings during most of last year. The inflow of $183 million in the 
first half of 1961 was greater than the net outflow for the whole of 1960. Concealed within the 
movements in 1961 was a significant outflow to the United Kingdom in the first quarter, which was 
more than reversed in the second. 


Also of interest was the substantial inflow arising from borrowings from non-residents by 
finance companies and the growth in holdings by non-residents of Canadian commercial paper. In the 
first half of 1961 these together accounted for an inflow of $144 million. 


The "all other" category includes a mixture of many types of movement both inward and out~ 
ward. Among the more prominent groups are changes in inter—company accounts, short-term loans, 
accounts payable and receivable, and also the balancing item reflecting the difference between the 
estimated current account balance and the capital movements for which quarterly data have become 
available. 

Broadly speaking the interest arbitrage movement of funds from the United States to Canada 
became less attractive as the second quarter progressed, while differentials, after exchange protec- 
tion, were not sufficiently large in the quarter to attract funds from the United Kingdom to Canada 
with the exception of a brief period at the beginning and again at the end. 


Composition of "Other Capital Movements" 


1960 1961 
First Second Third Fourth First Second 
Transactions with all countries Quarter Quarter Quarter Quarter Quarter Quarter 


| (millions of dollars) 
International Financial Agencies (1) 


Canadian dollar subscriptions » -1 - 2 - 6 - -~ 9 
Short-term Canadian dollar holdings ~ 2 2 = 1 wo 
Other long-term capital transactions , 43 - 3 45 ~10 -~4 


Bank balances and other short-term funds 
abroad (excluding official reserves) 32 -79 -87 —34 110 B 


Borrowings from non-residents by finance 
companies, and non-resident holdings of 
commercial paper (1961 only) - 6 11 6 54 eL 73 


All other transactions including changes 
in oe accounts receivable and 


payable ~112 175 34 151 140 ie 


TOTAL (Item D 17) - 83 151 -50 180 312 192 


(1) International Bank for Reconstruction and Development, International Monetary Fund, and 
International Development Association. 


(2) Includes also balancing item representing difference between direct measurements of current and 
capital accounts. 


NOTES: The figures in this statement are based on incomplete data, and make use in some cases of 
statistics compiled in other countries. The items are therefore subject to greater possible 
error than others in the balance of payments statement. 


A minus sign indicates an outflow of capital from Canada. 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1961 are preliminary and 
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TT TTT IV I 
ent Receipts 
' 1 ag eaie ORDOTUS (A CPUSCCE )) yyeccccescse<<cacevcqsescasaerssssnaccccins 1; goo 1,286 1,449 1,283 
Al 33 By! 44 
3 Gold production available for EXPOMt ..........cecessereetreeeteees 35 213 61 36 
4 Travel EXPeCNGItures .............escsecorepecererssesesarseenececeesaccereecsesasens 13 10 69 36 
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7 Inheritances and immigrants’ fUndS 0.2... ccc cseeeseesereeees 34 = 1a 
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4 Pravalee snendl res. 64s hiss tess Weaaseroknteed Sos LA4 21¢ 121 119 
5 Interéat end dividend ® gree cicsicinnd Borah mice se 153 151 222 149 
6 Feaight and shipuing (aatacc. cc we eeee Ae ed, 133 149 144 114 
7 Inheritances and emigrants’ fUNdS ooo... cceccscecsseceseseeseseeees 39 47 48 -38 
9 Oitietabreontr butions. Me,..Akir aha Wionsrenaeenae 22 22 19 10 
11 AlPother current paymests® 22" 6..0 oak ee ees 174 173 173 183 
12 Total Current Payment .0......0.0.ccccccccccccecsseseseeeseseecereveeaes 2,216 25138 2,150 1,940 
Balance on Merchandise Trade ...........ccccccccscscscecesecsteseseeseecees - 1% - % + 26 - sh 
Balance on Other Transactions, excluding B 9... = 233 - 206 - 310 - 267 
Orictal Contiibuttons Seer ir Core ee ee eos = 22 = 22 - 19 - 10 
Cc Current Account Balances. Siicccicciaceecsccctesssos ccceaeeeckccsee ccroeacenenets - 451 - 322 = 303 = 321 
D Capital Account 
Direct Investment 
1 Direct investment in Canada .....c.ccccccccccsscecssssssecessscsecsseseee + 181 + §85 + 183 + 208 
Directiinvestmentabroad..S occ oe ae ee - 13 - 24 - 18 - 15 
Canadian Securities 
3a Trade in outstanding bonds and debentures ...........ccccc0.. = 15 eS ae 8 +18 
3b Trade in outstanding common and preference stocks...... t0*t33 + 26 * «h9 tne 
4 NewesSiess es... toc, ee ee St at yf coal We + 197 + 209 
5 Revirements ae mat I) eee, ak, RE. - 84 - 61 - 71 - 50 
Foreign Securities 
6 POAdG.ih OULStaNd ne 1SSUCE eon avec cs ances - le - 7 - §8 fase 
7 ER WE TISOL 00 RY OURO ACE. lip ct RO a - 2 - dl - 7 ae. 
8 Retreat ee Ree a Ge hve ae aa” ee ial’ ee. G 
Loans by Government of Canada 
9 DLA Wie S memetetes Mecca icra cie ne etic meneiac oe o— - - - 
10,11 PLN ene Sie anes ee hee! CREE oe eee a - +25 - 
13 Subscriptions in gold and U.S. dollars to IBRD, IFC and 
TM EEA i territ reer at, ite ind Nie NS Beat ong - - =n§9 - 
14 Change in Canadian dollar holdings of foreigners.............. + AC tucks - 44 - 2 
16 Change in official holdings of gold and foreign 
erchange (increase, minus) one. oe, See - 43 = an + oO? Poel 
17 Oren capital movements kook ssathersacsnscacdacbviisaceasessner * 20) ates f te S28 - 83 
E HGR Cm PURAE MOV EMG IE cos cinnccivd pecsccrhiccsts chiles oicctcckn pale 1 septs PP". + 303 + oar 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these ad stm 
B1) ‘‘The Canadian Balance of International Payments’’. in ents are shown tnitheqannust reports iam 


A 11) This item includes government transactions n.o.p., personal and institutional < 
Mii ate p al remittances, miscellaneous income, insurance trans 


BALANCE OF INTERNATIONAL PAYMENTS 


Annual Totalg Four Quarters 


endin 
Iv vi II 1958 1959 1960 June 30 "1961 
y (millions of dollars) 
323 41,400 1,3% ye ea aa, 4,887 5,150 5,400 8 
I 35 42 41 yistunnallss lieu téla pe etbi To 1406 ; 
91 221 Tm 38 102 349 391 420 433 4 
— 40 36 66 35 56 168 182 178 193 5 
| 115 118 107 99 116 401 420 442 44,0 6 
29 31 24 19 28 o7 109 102 102 7 
| 107 rea 102 99 98 315 392 420 410 11 
B 
Bolo . 15318 1, 390 1,263 1,484 5066 5,572 55545 
Pies 7213," 37 1260 7173 "542 39g es 9838 P 
«164 161 195 204 173 612 671 669 733 5 
| 137 141 141 114 138 460 525 533 534 6 
43 50 50 40 46 145 165 181 186 3 
| 10 16 24 12 7 53 72 60 a0 9 
«178 182 183 181 186 690 693 726 732 11 
e100 2,081 2,110 1,940 2,207 7,568  8,29% 8,341 8, 338 12 
misy’ +) 82 + 4&4 =) ev = 42 ~ 179 - 422 -— 145 +2 625 
B10 - 16.%y-1124 Hehe dd <q 27 eI oray T2 2a9960 - 59 
»470 = 122) = 304 BGT, eet 323 —1,131..-1,504  =1,217 ~1,0% c 
D 
ooo, +179 ++ 178 a2 tT 1LO +420 + 550 + 690 + 592 1 
25 = 2901016 eee Seen 35 =" 48 - 5 80" 92-85 - 115 2 
-i5 = 619 - 12 > aNs3) tif ~ ti 09) + 3 tH 34 3a 
me ~ > s10 + 2 + 13 +) 32 + 888 + 110 +> 49 ae 57 3b 
"146 + §2 gee ae + $80 + 182 st off a OT PLAAT + 354 4 
7s = 32 - 93 - 699 = % - 158 - 258 = 253 - 290 5 
5 ee - 24 + 3 - * 13 —- 32 - 20 - 19 6 
eet A ae LT =~ ae = 15 OY PRS came te | - 33 7 
VOOM aide 5 ie’ ; er + A at me d acne 4 Fels soe Lo 8 
= as z 2 - - 34 =Ter"] - - ) 
7 s + 25 | ag + 8 £ 6L> 3 ea 3e i 36 10,11 
-~— Te) t ww 2 - - os = 59°. =@3 - 3 13 
OE aia A) a be - 8 = 0 + 106 is + 120 + 75 14 
82 - 40 ms dy - 105 - 51 - 109 nay At! +339 - 210 16 
251 —- 50 + 180 + 312 + 192 Teo + 360 + 198 + 634 17 
Benet + 122. +9304 + B47 te 323 P1191) ait hOd, ao hd, O17 +1, 096 FE 
|OTES: 


) A minus sign indicates an outflow of capital from Canada. 
1,2 Exclusive of undistributed profits. 


117 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 


Extract from the Budget Address delivered by the Honourable Donald M. Fleming, M.P. 
Minister of Finance, to the House of Commons, June 20, 1961 


" Accordingly, the government has reached certain policy conclusions relating to 
the flows of capital and terms of lending within Canada, the import of capital from 
abroad, the level of the Canadian dollar, and the deficit in our current inter— 
national transactions. These conclusions may be set out as follows: 


(a) 


(b) 


(c) 


(a) 


ae Tt oe 


The current deficit in our balance of payments is in large 
measure inappropriate; with so much unused capacity in Canada, 
we should be exporting substantially more goods and services 
and importing much less. 


An expansion in exports and a reduction in imports should not 
be brought about by export subsidies, or by higher tariff rates, 
or quotas, or other forms of government intervention or protec~ 
tion, but rather by encouraging our exchange rate to fall into 
& more appropriate relationship with our economic situation. 


The appropriate method for relieving the exchange rate of undue 
and unwanted upward pressures is to take every practicable step 
to ensure that Canadians who might otherwise be raising funds 
abroad are, in future, satisfied from Canadian financial sources. 


Since it will take time to divert demands for funds from foreign 
sources to Canadian sources, and since it is urgent to obtain 
relief from the resulting excess of imports of goods and services, 
the government has decided to use the exchange fund to neutralize, 
at least in some degree, the effects of the continuing capital 
inflows. " 


- jl -« 


Contract and Delivery of New Issues of 
Canadian Bonds and Debentures sold to Residents 
of the United States 


Add Deduct 
Year and Quarter Sales contracts Deliveries of Sales for later Proceeds of 
entered into prior sales delivery New Issues 


(millions of dollars) 


1956 e@o0e eee i 22 slows 
1957 656 122 - 80 698 
1958 574 19 - 70 583 
1959 BTS 64 - 35 604 
1960 438 Al - 110 369 
1957 LE 277 $2 ~- 126 233 
TE 265 63 - 61 267 

TE 68 77 - 20 125 

IV 46 aL - 13 

1958 i 161 9 ~ 9 161 
1} 260 Be - 40 252 

TIT 20 13 - 5 83 

Iv 133 5 - 56 82 

1959 if 98 53 - 4 152 
TT 164 6 - 72 98 

III a7. 73 - 57 193 

IV 136 48 - 23 161 

1960 LT 182 at - 2h 185 
it 100 28 ~ 3 ie 

III 52 a - 31 33 

IV 103 > - 80 26 

1961 iT 160 51 - 119 
io 63 86 - 149 


Note: As details of all contracts are not available, deferred deliveries may be 
understated. 


Voc Canada. Statistics, Bureau Of © wvernment 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1961 


ey Ce 


Canada's current deficit from transactions in goods and services with other countries at 
$80 million in the third quarter of 1961 was less than the deficit of $122 million in the same 
period last year, or in any similar period since 1954. This was the result of merchandise exports 
rising more than imports with an export balance of $120 million from merchandise trade, as the 
deficit from non-merchandise transactions at $200 million in the quarter remained close to the 
deficit of $204 million from similar transactions last year. Although this nommerchandise deficit 
was less than in either 1958 or 1959, it remained much more than in any third quarter before 1958. 
Various changes among sources of this deficit have occurred. A considerable improvement in 1961 in 
the balance on travel account offset increases in net payments on account of interest and dividends 
and a variety of other groups of transactions. 


In the nine months of 1961 the current deficit was reduced to $746 million from $913 million 
in the same period of 1960. This change was entirely brought about by the swing from an import 
balance on merchandise account to an export balance as exports rose more than imports. The deficit 
from non-merchandise transactions of $829 million was some 9 per cent higher mainly because of the 
sharp rise which occurred in the first quarter with an unusual concentration of dividend transfers 
for that period. 


Capital inflows for both direct and portfolio investment were moderated in the third 
quarter under a variety of influences. The change in official holdings of gold and foreign exchange 
was relatively small apart from some special transactions with the United Kingdom in connection with 
that country's drawing from the International Monetary Fund. Private and banking holdings of 
foreign exchange by Canadians rose sharply. Overall, the inflows in long-term forms were substan- 
tially in excess of the current account deficit, as is characteristic of the quarter. For the year 
to date, they have been equivalent to about two-thirds of the current deficit. 


fe) ba. on merc sh account 


Continued strong demands from overseas together with a sizable increase in shipments to the 
United States led to a record level of exports in the third quarter. The substantial gain of 10 per 
cent over the same period of the previous year was spread among more commodities than in the case of 
the second quarter where the large gain was more concentrated in shipments of wheat. Part of the 
rise, however, reflects the effects on values of the lower foreign exchange value of the Canadian 
dollar. In the third quarter deliveries of aircraft to the United States were much larger and some 
gains appear in other commodities to that country, including petroleum and some other major export 
| staples. An appreciable gain in exports to the United States contrasts with the earlier period of 
the year. At the same time a further substantial gain over last year occurred in exports to foreign 
} countries overseas which continued around the high level of the second quarter and which again were 
t featured by the heavy deliveries of wheat to Europe and Asia. 


i In the nine months! period of 1961 the gain in the value of exports was 6 per cent overall. 
But the increase was all concentrated in shipments to overseas countries as exports to the United 
States were slightly less in value because of declines early in the year. The value of shipments to 
the United Kingdom and the rest of the Commonwealth continued around the high levels of the previous 
year. The large gains were in exports to foreign countries mainly in Europe and Asia but also in 
Latin America. The rise in value exported to other foreign countries as a group amounted to about 

26 per cent and of this the largest part was contributed by wheat, although some other commodities, 
mainly industrial materials, also were significantly higher than the high levels of the previous year. 


Prepared in the Balance of Payments Section, International Trade Division. 


7503— 509-91 
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Imports in the third quarter were 8 per cent higher than in the same period of last year. 
Being at a new peak for that quarter this marks a rising trend during 1961, although the change in 
the nine months! period was relatively slight. Some of the rise in the third quarter reflects the 
change in the foreign exchange value of the Canadian dollar. The adjusted figures used in the 
balance of payments have been influenced by special factors connected with some commodities like 
aircraft, with the continued delivery of commercial airliners. No pronounced changes in the pattern 
of imports so far have been evident in available details for either the third quarter or the nine- 
months! period. Increases in some commodities have been largely counterbalanced by reductions in 
others. No major changes occurred in sources of supply. 


Deficit from services and non-merchandise items 


While the third quarter surplus on merchandise trade at $120 million was higher than that 
for the same quarter in any year in the post-war period, except 1946, the estimated deficit on 
"invisible" transactions at $200 million in the third quarter of 1961 was a shade lower than in the 
same quarter of the preceding year and over 10 per cent smaller than in the corresponding periods 
of 1958 and 1959. 


As compared with the September quarter of 1960, net payments were larger or unchanged for 
each of the items among non-merchandise transactions, except for the travel account, whose net 
receipts rose from $8 million to $30 million between the third quarters of 1960 and 1961. 


The travel account has traditionally recorded surpluses in the third quarter of the post- 
war years, and the net payments in the third quarters of 1958 and 1959 were nominal in magnitude. 
The $30 million surplus was, however, a fraction of those for tne September quarter of the post-war 
years up to 1952, and approximated the average level for the third quarters of 1954 and 1955. A 
substantially augmented number of visitors from the United States during the summer months was the 
chief factor contributing to the surplus on travel account, as expenditures abroad by Canadian 
tourists were also slightly higher. While Canadian expenditures on overseas travel rose substan- 
tially there was a small decline in the total spent in the United States. 


Gold production available for export, estimated at $42 million and $41 million, respec- 
tively, in the September quarters of 1960 and 1961 contributed to adding $1 million to the deficit 
on non-merchandise transactions. A small rise likewise took place in the deficit on inheritances 
and migrants! funds as receipts remained unchanged while payments increased $2 million. 


The deficit on income account rose from $125 million to $131 million, as the increase of 
$9 million in payments of interest and dividends was three times as large as that for receipts. 
This slightly larger total of receipts was accounted for by an augmented inflow of dividends from 
subsidiaries abroad of Canadian companies. The gain in income payments was distributed about evenly 
between interest and dividends, the advance in the former being attributable to the effect on 
foreign-pay bonds of the change in the exchange rate of the Canadian dollar from a premium to a 
discount between the third quarters of 1960 and 1961, to net sales of new provincial, municipal and 
corporation bonds in the third quarter of 1960 and in the first quarter of 1961, and to large net 
sales of outstanding bonds in the latter period. Higher dividend remittances by subsidiaries in 
Canada together with large non-recurring dividends also contributed to the increase, as net profits 
of unincorporated branches and returns on portfolio investments remained steady. 


Concomitant with the expansion in merchandise trade, both receipts and payments for 


freight and shipping services increased about 7 per cent, thereby maintaining the deficit on this 
account just about unchanged at $24 million. 


A small increase in the deficit on government account resulted from declines in estimated 
receipts of $10 million, in official contributions of $4 million and in other payments of nearly 
$4 million. At $10 million, official contributions to the Rest of the Sterling Area were $1 million 
higher in the current quarter under review, but comprised two gift vessels, valued at $55 million, 
presented to the West Indies Federation. Some contributions to the OZEC and Other Countries in the 
previous year had been non-recurring. Lower government expenditures in the United States represented 
smaller defence purchases of services; and a large non-recurring purchase of real estate in the 
United Kingdom fell in the third quarter of 1960. Miscellaneous income receipts were estimated to 
be lower in the third quarter of 1961; and fairly sizable compensation fees for contract cancellation 


did not recur in 1961. Deficits arising from business services and personal remittances remained 
materially unchanged over the period. 


| At $829 million, net payments on non-merchandise transactions for the first 9 months of 
1961 exceeded the current account deficit of $746 million by an amount of $83 million, representing 
the trade surplus. In most years since about the mid-fifties, the deficit on "invisibles" accounted 
for about four-fifths of the current account deficit for the first three quarters of the year, with 
the exception of 1956, 1957 and 1959, when net payments on services represented approximately 40 per 
cent, 50 per cent and 60 per cent, respectively. The &% per cent rise in the deficit on "invisibles" 
from $764 million to $829 million in the 9 months of 1960 and 1961 was attributable to large 
additions to net payments of interest and dividends and from "other current transactions", offset in 
part by a sizable reduction in the deficit on travel account. The net result of gains in income 
receipts and payments of $18 million and $73 million, respectively, was an increase of $55 million, 
or 15 per cent, in the deficit on income account from $362 million to $417 million. The substantial 
expansion in payments was mainly due to the bunching of dividend remittances by some subsidiaries in 
Canada in the first quarter of the year rather than in the customary fourth. The negative balance of 
$417 million on income account, which comprised about one-half of the deficit on non-merchandise 
transactions, compared with 47 per cent in the three quarters of 1960, 51 per cent in 1957, and 
substantially higher proportions in the same period in the early fifties. 


Gains in receipts and payments on travel account of $43 million and $21 million, respec- 
tively, contributed to a decline of $22 million in net payments for tourist expenditures from $152 
million to $130 million, which represented about 153 per cent of the deficit on "invisibles". This 
share compared with those of 20 per cent for the first 9 months of the three preceding years and 
higher proportions in 1956 and 1955. The increase of $24 million in the deficit arising from "all 
other current transactions" from $261 million to $285 million, accounting for over one-third of 
total net payments on services, was ascribable to estimated declines in expenditures in Canada by 
the United States on account of defence and to lowered receipts of miscellaneous income, as payments 

remained unchanged at $579 million in the two periods. 


Transactions by areas 


As seen from the summary statement on the following page, the improvement of $42 million 
in the current account balance, from a deficit of $122 million in the third quarter of 1960 to that 
of $80 million in the same period of 1961, was concentrated in transactions with Other Countries, 
whose balance was transformed from a deficit of $4 million to a surplus of $40 million. The changes 
in the balance of payments, pertaining to both merchandise trade and non-merchandise transactions, 
with Canada's principal trading partners, the United States and United Kingdom, were quite moderate. 
The deficit with the United States was narrowed slightly from $166 million to $161 million, and the 
surplus with the United Kingdom was reduced from $48 million to $41 million. As the change in the 
balance with the Rest of the Sterling Area was slight and that with the OEEC switched from a modest 
surplus to a more sizable deficit, the improvement in the balance with Other Countries stemmed 
primarily from a substantial rise of some 70 per cent in merchandise exports to the remaining group 
‘of countries from $135 million in the third quarter of 1960. A considerable share of the gain 
embodied expanded grain shipments to Communist China and to countries in Eastern Europe. 


A 9 months' comparison indicates a widening in the current account deficit with the United 
States of 8% per cent from $954 million in 1960 to $1,035 million in 1961, a small advance in the 
surplus with the United Kingdom from $90 million to $99 million, and an improvement with Other _ 
Countries of a substantial magnitude from a deficit of about $50 million to a surplus of nearly $200 
million. Within the last-named area, it was again the sharp climb of roughly 70 per cent in 
merchandise exports to the "other countries" group which was the predominant cause for the rise in 
the Other Countries' surplus, as changes in the balances on both merchandise and non-merchandise 
accounts with the Rest of the Sterling Area and the OEEC and on "invisible" transactions with the 
"other countries" were of little consequence. 


About one-third of the $81 million addition to the deficit with the United States origi- 
nated from merchandise trade, with exports declining a shade from $2,303 million to $2,290 million 
in the nine months of 1961, and with imports inching up from $2,800 million to $2,814 million. 
Fairly substantial declines were recorded in exports of iron ore, uranium, copper and semi-—fabricated 
steel products, while exports of other commodities such as nickel, crude petroleum and aircraft 
grew. Higher imports were noted of commodities such as fresh pork, aircraft parts, chemicals and 
allied products, while some other imports were lower, of which examples are provided by many types 
of primary and secondary steel products and automobiles and parts. Some factors referred to above 
in the analysis of Canada's non-merchandise transactions with all foreign countries played an 
important part in widening the deficit on "invisibles" with the United States in the first three 
quarters of 1961 by $54 million from $457 million to $511 million. These were the unusually heavy 
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Summary of Current Transactions with the 
United States, United Kingdom and Other Countries, 1960 and 1961 


(millions of dollars) 


All Countries United States 
Third Quarter 1960 1961 Change 1960. 1961 Change 
; + + 
Werohandise iaports (adjusted) 3s Lias + lee 53 Sak 89 
Balance on merchandise trade e 882ert T1204 ot 38 - 8% - 87 [= 
Other current receipts 559 586 tine? 438 463 +25 
Other current payments 763 786 t 423 520 537 £537, 
Balance on nonemerchandise transactions = 204 - 200 wz oe ~" 624 ise lz teas 
Current account balance - 122 - 80 + £2 - 166 - 161 +s 
January to September 
Merchandise exports (adjusted) 45 006 Ay 250 + 24, 2,303 2,290 - 13 
Merchandise imports (adjusted) 555° 98.4, 167 ase Se 2,800 2,814 + UY 
Balance on merchandise trade - 149 + 233 + 232 -~ AW -— 524 - 27 
Other current receipts 2,312 1,359 ear 969 1,000 +53); 
Other current payments 2,076 2,188 oan Bt 1,426 1,511 + 85 
Balance on nonemerchandise transactions - 764 - 829 - 65 - 457 - 511 - 54 
Current account balance =- 913 - 746 +5167 - 954 -1,035 - 81 
United Kingdom Other Countries 
Third Quarter 19%0 1961 Change 1960 1961 Change 
Merchandise exports (adjusted) 243 234.130 =eneid 388 457 + 69 
Merchandise imports (adjusted) 140 140 - 325 344 + 19 
Balance on merchandise trade + 103 + 9h sia 29 th 163 ello +150 
Other current receipts 53 52 ayer 68 oF + 3 
Other current payments 108 105 =i 53 135 LAA +209 
Balance on non-merchandise transactions - 55 - 53 he 42 -~ GF -=- 73 - 6 
Current account balance + 18 tA) ee th ester kG + Lh 
January to September 
Yorohundise laporte (edjusted) iis eB ne 250 
Balance on merchandise trade T2160 sp tie 39 © tak 29 4/1320. atyeee +236 
se nae anaes tse Pha 37 ee 
Balance on non-merchandise transactions - 126 - 140 pee vA - 181 - 178 oi ped 
Current account balance + 90 + 99 +299 =. AD ten 0 +239 


remittances of dividends by subsidiaries in the first quarter, lower United States defence expendi- 
tures in Canada, reduced receipts of miscellaneous income and the offsetting rise in tourist 
receipts. Net payments on freight account were moderately higher. 


In transactions with the United Kingdom the decline in merchandise imports of $32 million 
from $467 million to $435 million was more than three times as large as the minor dip in exports, 
which were estimated at $683 million and $674 million, respectively, in the 9 months of 1960 and 
1961. Varied and offsetting changes took place among exports to the United Kingdom, while among 
imports automobiles were considerably fewer. Receipts on non-merchandise transactions declined by 
$7 million from $151 million to $144 million, while payments rose by the same amount from $277 
million to $284 million. 


An important element in the phenomenal rise of exports to Other Countries has been the 
expanded grain shipments already referred to abovee The Communist group of countries took more than 
one-half of the increased exports while Japan and Latin American countries (notably Argentina, 

Brazil and Cuba) were other principal destinations of larger shipments of Canadian goods in the first 
three quarters of 1961. 


Capital movements 


During the third quarter of 1961 capital inflows for both direct and portfolio investment 
moderated somewhate In part the decline in direct investment reflected the absence of special 
transactions covering the acquisition of going concerns and in part the phasing of a few major 
projects. The portfolio movement was influenced by the receipt of smaller amounts from the sale to 
non-residents of new issues and by large repurchases of outstanding issues from overseas countries. 
Retirements of foreign—held Canadian issues of securities were, on the other hand, unusually low. 
Although there were large shifts in their composition and ownership, on balance there was little 
change in Canadian dollar holdings of foreigners in the quarter. Official holdings of gold and 
foreign exchange were reduced but most of this change was directly related to extension of credit by 
the International Monetary Fund to the United Kingdom and to this extent is offset in other capital 
movements. The largest single category of movement in the quarter was an outflow of $140 million 
‘representing increased private and banking holdings of foreign exchange by Canadians. 


| Capital movements in the long-term forms shown separately in statements of the Canadian 
balance of international payments (including long-term transactions grouped with other capital 
movements) totalled $148 million in the third quarter, which was of course substantially above the 
current account deficit in this period. This condition is seasonally characteristic. In the nine 
months of 1961 inflows in these forms have been equivalent to two-thirds of the current account 
deficit, while for the corresponding period of 1960 the proportion was nearly 90 per cent. 


| Geographically, in the nine months of 1961, the net capital inflow in these forms from the 
‘United States was somewhat larger than the overall movement. There have been significant outflows 
to overseas countries for direct investment, for the repurchase or retirement of Canadian securities, 
for trade financing, etc. which have been more than sufficient to offset inflows in other long-term 
forms. 


The net inflow of capital for direct investment in foreign-controlled enterprises in 
Canada in the third quarter is estimated to have been $75 million compared with $120 million and 
$135 million in the first and second quarters respectively. A substantial amount of the decline from 
the second quarter reflected reduced net inflows for the acquisition of existing enterprises etc., 
'and for a few large resource-based undertakings to which transfers were seasonally low or declining 
with the approaching completion of major projects. 


As would be expected with the relative absence of large non-recurring type of transactions 
found in some earlier quarters, the continuing inflows to resource-based industries were of 
relatively greater importance in direct investment inflows in the third quarter, although in amount 
they were smaller. Petroleum, natural gas, and mining accounted for perhaps three quarters of the 
movement in the quarter. These industries have attracted a smaller proportion of the inflow in the 
three quarters of 1961 than they did in 1960 as a whole, but in that year they included some major 
acquisitions of existing enterprises. 


Geographically, inflows from the United States made up a more important part of the total 
for direct investment in the third quarter than in the second, accounting for perhaps three-fifths of 
it. Over the three quarters only a slightly smaller proportion came from the United States, while in 
1960 about 68 per cent of the net flows originated in that countrv. 


The outflow of capital from Canada for direct investment in enterprises abroad during the 
third quarter is estimated at $15 million. This figure was less than half the rate of outflow for 
either the first or second quarter, but it brought the net movement in the first nine months of 1961 
to $85 million, equal to the total for the whole of 1960. As in the second quarter some two thirds 
of the movement in the third was to overseas countries. 


Transactions during the third quarter in long-term Canadian securities resulted in a net 


capital inflow of $69 million. The net inflow of $105 million from the sale to non-residents of 
new issues was partially offset by net outflows of 


Net Sales of Outstanding Canadian Stocks Canadian capital for the repurchase of $12 million out- 
to Non-Residents standing bonds and debentures and for the retirement of 
(millions of dollars) $24 million of issues held by non-residents. 
United Other The direction of net trade in outstanding 
Quarter Total States Countries Canadian bonds and stocks was reversed in the third 


quarter. Inflows of $44 million and $66 million for the 


1960 IQ 13 5 8 first and second quarters respectively have been 
iT. 2h 22 2 replaced by an outflow of $12 million in the third. 
III Q 10 14 - 4 Another feature of transactions in Canadian securities 
IV Q 2 13 - 11 has been the persistence of sustained sales of out- 
standing Canadian stocks to residents of the United 
1961 1a 13 21 - 8 States and sustained repurchases of them from the United 
II Q 32 46 - i ‘Kingdom and other overseas countries. 
III Q - 22 - 22 
Sales of new issues of stocks and bonds to 
New Issues of Canadian Bonds Sold to non-residents produced $105 million in the third quarter 
United States Residents including some deliveries on earlier contracts. The 
(millions of dollars) figure was well below the total of $168 million in the 
second quarter but larger than for other quarters since 
Quarter Contracts Deliveries the second quarter of 1960. Retirements of Canadian 
securities held by non-residents amounted to 24 millior 
1960 LQ 182 185 the smallest sum recorded for any quarter for a number 
II Q 100 125 of years. 
Iii q 53 33 
IV Q 103 26 Transactions in long-term foreign securities 
were unimportant on balance among capital movements in 
1961 IQ Lf 75 the quarter. A small outflow for the purchase of new 
ha) 69 a3 7 issues was practically offset by repurchases and 
III Q 45 81 retirements by non-residents of outstanding issues held 


by Canadians. 


By the close of the third quarter the year's total capital inflow from transactions in al] 


eee securities was $255 million as compared with $322 million for the first nine months of 
1960. 


There were no changes during the quarter in loans by the Government of Canada to overseas 
countries or in Canada's subscriptions to international financial agencies. The Government 
facilitated some extensions of trade credits through the provision of export credits insurance and 
guarantees which are the subject of later comment. 


Canadian dollar holdings of foreigners changed little on balance in the third quarter 
after declining $72 million in the second. Their holdings of Government of Canada treasury bills 
declined by $34 million but their deposits rose by $33 million. Practically all the decline in 
treasury bill holdings was for the account of residents of overseas countries whose holdings had 
anereased by $26 million in the second quarter when holdings of United States residents fell by 
102 million. Non-residents! holdings at the end of September were $44 million in sharp contrast 
with the total of $163 million five months earlier. Throughout the third quarter yields on 3 
month treasury bills in the United States were well below half of one per cent less than in Canada, 
and for eight successive weeks the differential was less than one quarter of one per cent. In the 
second quarter there were five successive weeks in which the differential was one per cent or more. 
After allowing for exchange protection there were only three weeks in the third quarter in which 
net yields in Canada exceeded those in the United States by as much as one quarter of one per cent, 
and the differential then did not exceed 40 base points, while in seven weeks it was less than one 


poe of one per cent. In a few weeks in the second quarter it exceeded three quarters of one per 
ent. 


Change in Canadian dollar holdings 
of foreigners 
(million of dollars) 


Treasury Deposits 


uarter Total Bills etc. 
1960 Le Mae - & + 6 
TIQ -2 -10 +8 

III Q +45 +27 +18 

LV E79 +47 +32 

1961 IQ -5 +32 -37 
IIQ ~-72 -76 +h 

its al 9 lita aa 8 -3h +33 


While Canadian dollar deposits of foreigners 
increased by about the amount of the decline in their 
holdings of Canadian treasury bills, the geographical 
distribution of the changes was quite different. 
Deposits of residents of the United States rose by 
about $25 million and of residents of overseas 
countries by about $9 million. As a result the 
Canadian dollar holdings in the form of both treasury 
bills and deposits rose in the case of United States 
residents by about $25 million, and fell by slightly 
more than this amount in the case of residents of 
overseas countries; there was an increase of $3 million 
in holdings by residents of the United Kingdom and a 
decrease of $26 million in holdings by residents of 
Continental Europe. 


Canada's official holdings of gold and foreign exchange were reduced during the third 
quarter but a large part of the change reflected transfers in connection with the arrangements 


Official Holdings of 
Gold and United States dollars 


(millions of United States dollars) 


End of . Amount 


1961 IQ 1,935 
i 1,985 
III Q 1,92 


July 1,960 
Aug. 1,944 
Sept. 1,924 


Change 


in Period 


+106 
) 
ee) 


- 25 
meee) 
20.2) 


Note: Includes special transactions 
under arrangements related to U.K. 
drawing from IMF. (1) -50 (2) -25 


involved in the extension of credit by the internation— 
al Monetary Fund to the United Kingdom, discussed 
below. The decrease in these external assets repre- 
sents a capital inflow of $62 million in terms of 
Canadian dollars. The figure includes an outflow of 
about $1 million to increase official holdings of 
sterling and an inflow of $63 million from reduced 
official holdings of gold and United States dollars. 


Some major changes are reflected in the 
capital account in the third quarter arising from the 
provision by the International Monetary Fund of support 
for the foreign payments position of the United Kingdom 
In August arrangements were made for a drawing by the 
United Kingdom of the equivalent of US $1,500 million 
in nine currencies held by the Fund, including $75 
million in Canadian dollars. At the same time the 
Fund replenished its holdings of each of these 
currencies in an amount equal to one-third of the 
drawings made by the United Kingdom, through sales of 


gold. The net effect was that Canadian liabilities to the International Monetary Fund, which are a 
component of "other capital movements", fell by $52 million and there was a decline of about the 
same amount in official holdings of gold and foreign exchange. 


The composition of “other capital movements" in recent quarters is given in a statement. 
In total they gave rise to a substantial outflow of $109 million in the third quarter. An outflow 
from this group of mixed transactions is characteristic of the third quarter; there have been out- 
flows in this period with one exception each year since 1950. 


Some special features stand out in this statement. There was a significant growth in 
private and banking holdings of foreign exchange. The capital outflow of $140 million recorded for 
this movement followed three quarters of inflow aggregating $255 million. Canadian holdings in 
these forms exceeded $1.1 billion at the end of 1960 and, taking into account changes in the ex- 
change value, were of roughly the same order of magnitude at the end of the third quarter. 


Reference has already been made to the effects arising from the United Kingdom drawing on 
the International Monetary Fund. 


Outstanding borrowings from non-residents by finance companies and non-resident holdings 
of Canadian commercial paper, which were important sources of external capital in the preceding 
quarters, declined very slightly in the third, new borrowing falling just short of repayments in 
this period. Some indication of money market conditions has been given in the paragraph dealing 
with foreign holdings of Canadian treasury bills. 


Another factor which has played an increasing role in the capital account has been the 


extension of export credit facilities. 


Canada's Export Credits Insurance Corporation has long made 


available insurance to Canadian exporters of goods and services to protect them against non-payment 
by foreign buyers due to credit and political risks involved in foreign trade. The existence of 
this insurance facilitated financing but did not itself, of course, provide it. In the spring of 
1960 the Chartered Banks of Canada joined in setting up the Export Finance Corporation of Canada Ltd. 
to finance exports of capital goods through the provision of medium term credit ranging up to five 
years. Complementing these medium term arrangements, the guarantee facilities of the Export Credits 
Insurance Act were extended to long term credit and the Government agency, the Export Credits 
Insurance Corporation,was authorized to buy guaranteed instruments for direct financing of export 
sales. 


Apart from these facilities the Government has guaranteed substantial credits for the 
Canadian Wheat Board to conclude sales of wheat and barley to Communist China on a short term credit 
basis. 


The provision of export credits insurance does not in itself always imply a net extension 
of credit from Canadian sources. Many of the claims are receivable in United States funds. In 
some cases they may in effect be discounted with banks or affiliates outside Canada, and in others, 
they may be substituted temporarily for foreign cash investments with an inmediate sale of the 
foreign exchange thereby released. Net capital outflows arising from these trade credits are a part 
of "other capital movements". 


Composition of "Other Capital Movements" 
(millions of dollars) 


1960 1961 
First Second Third Fourth First Second Third 


ak ti ith j : 
atlas isa all countries Quarter Quarter Quarter Quarter Quarter Quarter Quarter 


(1) 


International Financial Agencies 


Canadian dollar subscriptions _ -1 -2 - 6 - -9 - 
Short-term Canadian dollar holdings ~ o) 2 = di - - 52 
Other long-term capital transactions 3 43 - 3 LS -1 -29 20 


Bank balances and other short—term funds 
abroad (excluding official reserves) 32 -79 —87 73 128 5h -1,0 


Borrowings from non-residents by finance 
companies, and non-resident holdings of 
commercial paper (1961 only) Ea) it 6 54 val 22 “vad 


All other transactions including changes 
in eee CS ae accounts receivable and 
} 


payable 100 185 A5 55 110 169 66 


TOTAL (Item D 17) - 71 162 ~39 191 309 207 -109 


(1) International Bank for Reconstruction and Development, International Monetary Fund, and 
International Development Association. 


(2) Includes also balancing item representing difference between direct measurements of current 
and capital accounts. 


NOTES : The figures in this statement are based on incomplete data, and make use in some cases 
of statistics compiled in other countries. The items are therefore subject to greater possible 
error than others in the balance of payments statement. 


A minus sign indicates an outflow of capital from Canada. 


——— 


United States Dollar in Canada Quotations for the United States 
Canadian Cents dollar reported on transactions between banks 
Noon in the Canadian exchange market are given in 
Period High Low Close Average the accompanying statement. In the third 
quarter the rates for the United States dollar 
1961 IQ 99.69 98.25 98.91 98.99 were higher than in any period since 1951. In 
iv Or 4103.53 98.59 103.50 99 42 that year the United States dollar traded at a 
III Q 104.00 103.00 103.00 103.21 high of 107.31 cents and the average noon rate 
for the year as a whole was 105.28 cents. In 
June 103.53 98.66 103.50 100.55 the intervening period the United States dollar 
July 104.00 103.00 103.09 103.41 had traded in Canada down to 94.22 cents. 


Aug. 103.41 103.00 103.12 103.15 
Sept. 103.16 103.00 103.00 103.08 


The last page of this report reproduces Table I of the forthcoming report "The Canadian 
Balance of International Payments, 1960 and International Investment Position", D.B.S. Catalogue 
No. 67-201. The table gives revised annual estimates of the Canadian balance of international 
payments for 1959 and 1960 with bilateral detail. 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1961 are preliminary and 


LO 5.9 1960 
0 ay IV E II 
Current Receipts 
Merchandise exports (adjusted) ooo... eee eesecceesereeeteeeeeeeee 1,286 1,449 1,283 1, e. 
Gold production available for CXpPoOrt .......... cece ceeetteeeees 33 a a3 91 
Pravelvexnen dituresuss sa... Rae Sao. od Rane tesssneneee 213 = - Fy 
Intetest.and dividen Gs: lied... cae Gh RA An cisiecss cane 40 115 
Protght-and shippiigs).. aiid san. .n ve cetincisae ie scxsnstenes outlet 105 110 102 38 
Inheritances and immigrants’ funds .0..0......cccccccceceeecneeees 33 24 18 a 
Allcather current TEGeIptS .....Ge five ccaccssccsded docnatncvnete 106 gq 100 
Total Current Receipts ............cccccccccccccesscseseseeseetecesteecanens 1,816 1,847 1,619 1,740 
Current Payments 
denutalee tmporte Cacinsted). ts a cae a ee 1, 380 1,423 a To 3er 1; ote 
PPT ere KUTT LLE cea cw Aohag anety aa mt xl canices hg acts 216 121 119 : 
MREGTRSt. AUIG Ch VEEL CIIAS <6 cnc sicsde ts Sea scneroybeus RRM ansetincsesieae Se 151 222 149 64 
Freight and shipping 0. .cdccsscrtisi wves dS tee 149 144 4 137 
Inheritances and emigrants’ fUNGS ........cccccccesecscesesseestecseseeeee 4? 48 38 43 
Oficial covers bition cis <5 yucca cari aiee dca 22 19 10 10 
Alivother current payments: .<..0oGeececictecs, ccdle Gh-vssdcrccecues 173 173 183 178 
Total Current Payments ..0.....0....00.00ccccccccscsceessseseseesseesseeen 2,138 2,150 1,940 2,210 
Balance on Merchandise Trade ...........cccccccssccecceccesseseessenssesens - 9, > + 26 - 44 - 187 
Balance on Other Transactions, excluding B 9 ..............0. - 206 =- 310 = 267 - 273 
Offic al Contributions 400. etna eee eeeee ec: - 22 - 19 - 10 - 10 
Current Account Balance ................cccccccscccscssecsssscssepscsesesecevececeee = 322 =- 303 = 321 - 470 
Capital Account 
Direct Investment 
Direct investmentin Canada nel... 2)..c.cc0cc0)Solhecctevecesicecene: + §85 + 183 + 196 + 
PirectUnvestment abroad bic ccseccassceSsdescestswsssacceres - 2 - 18 meen UL) - 25 
Canadian Securities 
Trade in outstanding bonds and debentures ............c00006.. Bae samme il | + 19 +> Ee 
Trade in outstanding common and preference stocks...... + 26 + 19 + as + 24 
DOW SRG cise see co si eee + 213 + 197 + 209 + 146 
HCN 2 1 ae 2 en 2. Serer. <a ee - 61 = “a - 50 - 78 
Foreign Securities 
Trade in outstanding iSSUCS ooo... .ccccccccccscsecececececescsececees - 7 - 8 acai ¢ - 5 
WA IE MOR. fe mere eck bran ee Bie tee tlie Ae Le - 1 - 7 - 2 - 3 
ENC CU pa, 2 te iat an AEP a eee, een te 3 Ls 4 +26 + 
Loans by Government of Canada 
DEA WINN GS Br rte erent Mt ee feet a! Rie tees noe ae - - - 3 
NDC en ee een re ee ee. an ~ tes - +. ae 
Subscriptions in gold and U.S. dollars to international 
SHienetnl ‘wpencios cis... ee eich. vo deese ote cae = - 59 a = 
Change in Canadian dollar holdings of foreigners.............. faee - AL - 2 - 2 
Change in official holdings of gold and foreign 
etehange (increase, minus)ie0..4.0.. 0 ee - 3 + 67 + his + 82 
Othe? eapital movementas 0. fhe fe ee Fo 3ST et 1 71 + 162 
Net Capital Movement 2.5 i: ossceuseciescd cscs honideecskk heosc tl vnscoecses e322 + 303 + Fad + 470 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) Merchandise trade statistics are adjusted for use in this statement. Details of these 
B1) ‘The Canadian Balance of International Payments’’. 


A 11) This item includes government 
B 11) actions, and business services. 


adjustments are shown in the annual reports on 


transactions n.o.p., personal and institutional temittances, miscellaneous income, insurance trans- 


BALANCE OF INTERNATIONAL PAYMENTS 


"data for 1960 are subject to revision. 


 —-:1960 1961 Annual Totals Four Quarters 
ending 
III WW I Iz Tit 1958 1959 1960 Sept. 30, 1961 
(millions of dollars) 
‘2,400 = 1,3%  —«1,262 1,442 1,546 = 4887. 5,150 5, 400 : 
we 41 41 42 Al "1600 «7148 = 162 7988 : 
221 72 38 101 252 349 391 420 463 4 
36 66 35 56 39 168 182 178 : 
18 107 99 116 127 401 420 Ad2 449 6 
31 24 19 28 31 7 109 102 102 s 
111 102 99 99 96 375 392 420 396 11 
1; ye 1; 806 1; 593 i; 884 2, 132 6, 437 6, 792 1, 124 7,415 12 
1,263 (1,478 1,426 550660 555720) (59525 59557 ‘ 1 
173 542 48 4 
204 173 170 612 671 669 142 5 
114 138 151 460 525 533 544, 6 
40 46 52 145 165 181 1838 = 
12 8 2 53 72 60 9 
181 187 179 690 693 726 730 § 
1,940 2,203 2,212 7,568 829% 8,341 8,465 12 
= 1 ~ 3% # £=+* 120 -~ 179 - 422 = 145 + 87 
— 334 = 275. = 188 - 899 -1,010 -1,012 -1,081 
periee 08-2) > 12 =i 53) iat 72') ~ 60 - 56 


D 
eET20N 1849135 lie! +420 + 550 + 645 + 467 1 
= 35 — 35 15 eaAe 80 = 85 = 102 : 
eerste eres = FF 12 wn eee ee. + Al 3a 
+ 13 + 32 = + 88 + 110 ya re A, + 41 3b 
+ 8§ + 168 + 105 + 677 + 707 + 447 + 398 4 
ee OU aoin vol nok = 2h ~ 158 =—- 258 = 253 - 277 5 
ras. ee | FM l tks Gs eae Wabae 20 eahas : 
ag 45] gin i plSus, tare piel Tenet mel Seed sut18 - 40 7 
Pee 2h me ldeod. &) foo cn Te 8% 412°) ah 1S Fem& 8 
es = = - 34 - 1 - - 9 
wh EDL Wares cg 4 APR GLI Fee RD L* Whe 32 7G 10,11 
= . ba = - 59 eae: a ania 13 
- 5 ab + ea + 106 + 013 + 120 + nf 14 
- 105 = 5] + 62 - 109 HeontO ek - 108 16 
* 309° + 207.——is = «2109 + 122)" + 360 «+245 + 598 17 
ota te sapien SY Attain donate 5, 415131) 41,504 . 1,217 +1,050 E 


NOTES: 
D A minus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 


TABLE I. Current and Capital Account of the Canadian Balance of International Payments, 1959 and 1960 


i United Other sterling Other OKEC All other 
anaes Coe countries countries 


Account — 
1959 | 1960P 1959 1960P |° 1959 1959 1960P 1959 1960 1959 | 1960° 


No. 
millions of dollars 
A Current receipts: 

1 Aeneas exports (adjusted) .............0... 5,150 | 5,400] 3,191 | 3,039 781 924 288 340 449 599 441 498 

2 Mutual Aid to NATO countries .................5 63 43 ais ae ae ae ave oie ae aie ae a 

3 Gold production available for export.......... 148 162 148 162 - - —- - — _ — = 

4 ETAVEGL GXDCTICIGHICS can cine ccaxeceveccracseceesacete sess 391 420 351 375 18 20 6 6 11 13 5 5 

5 Interest andsGiviGeONdS)... 2c ..cssececetertetrancs --- 182 178 99 105 35 34 28 18 11 11 9 10 

6 Bireight and SHIPPING cccccesexeoercestere reese snes 420 442 228 220 80 93 26 31 49 itt 37 41 

1 Inheritances and immigrants’ funds...... .... 109 102 52 50 26 26 7 6 16 15 8 5 
iat All other current: receipts &....cteverers.-se-e0--ee 392 420 eG 330 43 50 7 8 20 20 1 1 
12 Total current receipts ...........0.:::c eee 6,855 | 7,167} 4,380) 4,281 983 | 1,147 362 409 556 715 511 572 

B Current payments: 

1 Merchandise imports (adjusted) ................ Bpor2 || >, D4DMInes, tare! say.t Lo 618 611 263 284 364 371 600 564 

cy Travel expenditures ............ 598 627 448 462 62 70 13 14 60 65 15 16 

5 Interest and dividends 671 669 547 548 90 81 1 1 31 37 2 } 

6 Hretght and Shipping. evarcctesssmesctessteteees,- 525 533 326 324 85 89 3 4 95 99 16 1 

7 Inheritances and emigrants’ funds............... 165 181 123 141 26 25 3 2 util 11 2 b) 

9 Official ‘contributions, <:.c.c.cseee eee 72 60 _ _ - 38 64 41 i} 4 “Fi 12) 
10 Mutual Aid to NATO countries .............0... 63 43 ae ee a oc ae ate Ac oe ae ou 
11 All other current payments ..............::cee 693 726 439 447 89 97 VET 18 114 129 34 3 
12 Total current payments .................:. 8,359 | 8,384] 5,610/] 5,637 970 976 364 364 676 716 676 648 

Balance on merchandise trade ...............0000 - 422 |- 145 /- 5386/- 676 +163 +313 +25 +56 + 85 +228 -159 -66 
Balance on othertransactions, excluding B9 |-1,010 |-1,012 |- 694 |- 680 -150 -139 +37 +30 -204 —225 + oh +2 
Official contributions ................ SS eee —eeeT2)\\—.) 60 _ _ - - 3 -64 41 eel =) 4 -— Ff -12 
Cc Current account balance .................ccccsceeeeeeeee -1, 504 | -1,217 | -1,230 | -1,356 + 13 +171 —2 +45 -120 - il -165 -716 
Capital account: 
Direct investment: 
1 Direct investment in Canada ................. + 550 /+ 645 )+ 424 )+ 437 + 87 +119 -1 +55 + 40 + 83 ~ + 
2 Direct investment abroad ...............:cc0e - 80/- 85/- T7T/- 48 - 44 - 15 - 8 -4 = «5 - 15 - 16 -3 
Canadian securities: 

3a Trade in outstanding bonds and deben- 4 

HEN oto Wea ye nrehe det eenreeeienrcree Scene ere roo ne + 91 /+ 3/+ 19]- 9 + 4 cals - - + 64 + 25 + 4 = 

3b Trade in outstanding common and prefer- 

OH CECStOCKS in cceereesvetaacaneter coerce te FOLLOW. AOR Soni) 254 ae ef - 16 - - + 28 + il - a 
NGWHSSUCS eer ctnterene ntsc ccrsiiscicciccpuawracces + 707 |}+ 447 |+ 622 )+ 381 + 45 + 26 = _ + 40 + 39 - + 
MeLITeMm ent See cee-n eres roeee eenre- ceson wasans - 258 |- 253 |}- 211 {|- 200 - 30 - 27 - oa - 16 - 25 =o) = 

Foreign securities: 

6 Trade in outstanding issues .................... - 382!— 20|);- 34)+ 4 +r 2 —a3 _ - _ - il - -20 

Tf NEW ISSUCS Mert ec, Henan teers aera - 13/- 18]- 8}/- 13 - _ - -1 = - =" 55 -4 

8 IREtINEMENUGS reat sccm ener eee re + 12/+ 18)/+ 6/+ 12 - _ + 2 +1 - — + 4 +5 

Loans by Government of Canada: 

9 DRAWINGS: betes cca eevieravert pou Seen See rane heven es - i _ — = = — = al ae = = =. = 
10 Repayment of post-war loans .................. + 34/+ 32 _ + 16 + 17 - — + 18 + 15 - = 
11 Repayment, of war loans! <....2.4.0tccten-.-- _ = = = = ae < = mz = & a 
13 Subscriptions in gold and U.S. dollars to 

international financial agencies ............ —— 59) |= 3;- 59|/- 3 — _ — = = = — - 
14 Change in Canadian dollar holdings of for- 
CLONNCIS Femi cccrcccrecsthes carutesere eee nero tera + 13 |+ 120 | + 8/+ 60 - 10 + 9 - 9 =k} + 10 7 + 44 +47 
16 Change in official holdings of gold, U.S. 
dollars and sterling (increase, minus) ..| + 70 | + 39 | + 67 | + 39 + 3 a = a2 = As = 
17 Other capital movements ...........0...cccceceeeeeeee + 360 |+ 243 | + 447)]+ 265 eel - 44 -23 +7 - 74 + 23 = 7 
Net capital movement ...0..0......0.0....ccccccceseeceees +1,504 | +1,217 | +1,349 | + 979 + 97 + 53 -40 + 5 +105 +162 = ft 
Balance settled by exchange transfers ........ - — |- 119|+ 377 -110 —224 +42 -50 + 15 -161 +172 
Total financing of current account balance 
| CSLOm C) yt aee Goats, Soe ee ee eee tes +1, 504 | +1,217 [st.200 | +1,356 = 13 -171 ae) —45 +120 + 1 +165 +7 


Notes: Other Sterling Area includes the countries of the Commonwealth, United Kingdom dependencies, and Ireland, Iraq, I e 
‘ F Aa Jue ’ 5 , Iceland, Burma, Libya and Jordan. Oth 
OEKEC Countries includes all the countries participating inthe Organization for European Economic Co-operation hiew are not also Tehare Fike sterling ares 


namely, Austria, Belgium, Luxembourg, Denmark, France, West Germany, Greece, Ita Netherland : 5 
The All Other Countries group includes Latin America, non-sterling area ; t nHnental Breoean retention 


and all other countries not specified above. 
ge B10 Mutual Aid is not included in figures for countries or areas, but is included in total 


D13 
D17 


countries in Asia, continental European countries not in OFEC, the IBRD, IFC and IMI 


receipts and total payments with all countries 
A minus sign indicates an outflow of capital from Canada. Some i i i : aD 
Ry tvenatueeneee ee capital transactions with other sterling area are included under the United Kingdom, @n 


Internati i 
i peohes fey Bank for Reconstruction and Development, International Monetary Fund, International Finance Corporation and International Developmen 


Also includes balancing item representing unrecorded capital movements and errors and omissions. 
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| QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


| ——— 
FOURTH QUARTER 1961, AND 


PRELIMINARY ESTIMATES FOR THE YEAR 1961 


j In 1961 a substantial contraction to $989 million occurred in the imbalance in Canada's 
purrent transactions in goods and services with other countries from $1,217 million in 1960. At this 
,evel the current deficit was less than in any year since 1955. 


Bringing this change about was the emer gence of an export balance on merchandise account of 
179 million for the first time for many years. The rises in exports and in the export balance were 
1ost concentrated in trade with foreign overseas countries, with a large part of the gain occurring 
n shipments of wheat to China and Eastern Europe. At the same time trade in both directions between 
‘anada and the United States also increased significantly. 


The source of the deficit on current account was the rising imbalance from non-merchandise 
iransactions which rose 9 per cent to $1,168 million, the highest level yet reached. Contributing to 
this deficit were larger net transfers of interest and dividends to non-residents and larger net pay- 
ents for business and other services which more than offset the marked reduction in the deficit on 
jravel account. 

The flow of foreign capital into long-term investments in Canada in 1961 was somewhat smaller 
‘han in 1960, with a much larger proportionate decrease in investments in securities of governments 

nd municipalities than in Canadian concerns. Capital movements into Canada, apart from changes in 
'fficial holdings of gold and foreign exchange, were larger than in 1960, but included substantially 
eater amounts in short-term forms. There was, on the other hand, a large outflow to augment official 
eserves in 1961, in contrast to a small inflow in 1960. 


Among effects of the continued inflows of capital has been a further increase in Canada's net 
alance of international indebtedness to around $18 billion. This balance which measures the excess 
'f foreign investments and other liabilities abroad over Canada's external assets amounted to $16.9 
‘illion at the end of 1960. The principal change contributing to the rise was the continued increase 
n Aoreign long-term investments in Canada to over $23 billion at the end of 1961. 
| Among leading economic influences on the Canadian balance of payments were such factors as 
jeneral rises in activity in the United States and Canada, additional overseas sales of wheat and 
ther Canadian commodities in reflection of further growth in the levels of demand in many countries, 
nd changes in Canadian economic policy announced in the June Budget. Of particular significance to 
he balance of payments were the resulting changes in exchange rates for the Canadian dollar with a 
discount prevailing from the second half of the year, and with reductions in interest rates in relation 
0 rates abroad. While the strength in foreign demand for Canadian products led to a substantial rise 
n exports of both goods and services, there was also a marked increase in Canadian imports of 
erchandise in the latter part of the year. This seems to have reflected the rising level of Canadian 
conomic activity with some additions to inventories and other business investment as well as a rising 
industrial use of imported materials and higher consumption accompanying the higher tempo of business 
‘n Canada. 


Prepared in the Balance of Payments Section, International Trade Division. 


03-509-121 


RocEeR DUHAMEL, F.R.S.C., Queen's Printer and Controller of Stationery, Ottawa, 1962 


Als 


Export balance on merchandise trade 


The largest single change contributing to the reduction in the current account deficit was the 
emergence of an export balance in the second half of 1961 compared with the import balance in 1960, 
which was concentrated in the first half year. On an annual basis the change was from an import 
balance of $145 million in 1960 to an export balance of $179 million in 1961. These figures are based 
on trade statistics adjusted for balance of payments purposes. Bringing about the change was a greater 
increase in exports than in imports with each being higher than ever previously recorded in both the 
year as a whole and in the fourth quarter. A part of the increased value of Canadian trade in 1961 is 
a reflection of the variation in the foreign exchange value of the Canadian dollar. 


Exports rose sharply by 9 per cent in 1961 to a new peak of $5,896 million with most of this 
rise being in volume. During the year there was a rising trend in exports to the United States with 
the second half year substantially higher than the first. Exports to other foreign countries were 
also substantially higher than in 1960 from the second quarter on, reflecting in particular large 
sales of wheat to Communist China and Eastern Europe. Exports were also notably higher to Japan, 
Latin America and to some countries in Western Europe. At the same time exports to the United Kingdom 
were maintained close to the high level of the previous year and shipments to other countries of the 
Sterling Area were only slightly less. These trends had the effect of reducing the proportion of 
exports to the United States, United Kingdom and other Sterling Area countries and increasing the ratio 
of sales to other foreign countries. 


The rise in wheat exports represented about half of the annual increase. Other important 
contributors to the increment were such commodities as nickel, forest products, petroleum and natural 
gas, cattle, aircraft, and a variety of other manufactured products. But offsetting a part of the 
increase were declines in shipments of such major commodities as uranium, iron ore, copper and 
aluminum. 


In the year 1961 as a whole the adjusted value of imports used in the balance of payments was 
$5,717 million, or some 3 per cent more than in 1960. This percentage rise is not greatly different 
from preliminary indications of the rises in average prices during the year which would be appropriate 
to these figures. The record value in 1961 compares with the highest earlier annual total of $5,565 
million in 1956. But in that year average import prices were considerably lower than in 196l. 
Consequently the volume of imports in 1961 appears to have been still less than in the earlier peak 
year, although by the final quarter the difference in volume between the two peaks would not likely 
have been wide. 


Rising trends in imports during 1961 were an important feature. During the year gains were 
concentrated in the second half as the first two quarters of the year were both less than in 1960. 
The rising course started before the middle of the year, and in the final quarter the total value was 
slightly higher than in any previous quarter, being some 12 per cent above the same quarter of 1960. 
Close to half of this rise reflects higher prices in the fourth quarter of 1961. The higher dollar 
value of imports has been influenced particularly by the decline of the Canadian dollar in the second 
half of the year. 


The advance in imports was widely distributed as to source. When adjusted for balance of 
payments purposes, the value imported from the United States was greater than in any earlier years 


except 1956 and 1957. Imports from the United Kingdom when likewise adjusted were slightly less than 
in 1960; 


The rise in the value of imports between 1960 and 1961 was widely distributed by commodities, 
apart from the concentration of deliveries of both civilian and military aircraft, which are dealt 
with specially when adjusting the values for balance of payments use. While complete commodity 
details are not yet on hand, available indications on the upturn in the second half point to increased 
receipts of many industrial materials and in machinery and equipment. In the latter part of the year 
there were also imports of some grains and other agricultural commodities of which Canadian supplies 


were short because of reduced production in Western Canada. Some other imports of consumer goods were 
also higher towards the end of the year. 


Deficit from services and other non-merchandise items 
——— mE einer non=-merchandise items 


Due to the emergence of the trade surplus, 1961 was the first year since 1954 in which the 
net payments On non-merchandise transactions outweighed the current account deficit. The estimated 
deficit on non-merchandise transactions increased $96 million, or 9 per cent, from $1,072 million in 


1960 to $1,168 million in 1961. This rise resulted from a combination of sizable gains in the deficit 
on income and "other current transactions" accounts, offset to the extent of about a third by a decline 
in net travel payments. Within the "other current transactions" account, the widening deficit was 
concentrated in business services, miscellaneous income and government transactions, other than official 
contributions, which were reduced during 1961. Changes from 1960 in the balances of other accounts, 
including shipping, gold and inheritances and migrants' funds, were less pronounced. 


INCOME ACCOUNT At $575 million, net payments of interest and dividends accounted for nearly 
one half of the deficit on "invisibles" in 1961. The substantial expansion of 
$84 million, or 17 per cent in the deficit on income account from $491 million in 1960 was due to a 
rise in payments of interest and dividends of $102 million, or 15 per cent, to an estimated total of 
$771 million in 1961. This change was only partly counter-balanced by an increase in receipts of $18 
million, or 10 per cent, to $196 million. 
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Income Account; Payments The increase in payments of $102 million was made 
(millions of dollars) up of $82 million of dividends and $20 million of interest. 
At $512 million, dividend remittances in 1961 were 19 per 
Period Total Interest Dividends cent higher than $430 million for 1960, and $51 million, or 
ll per cent, above the previous record total of $461 
1959 671 210 461 million in 1959. In an over-the-year quarterly comparison, 
1960 669 239 430 nearly three-fifths of the expansion was attributable to 
1961 771 229 512 the confluence of dividend transfers by Canadian subsidiar- 
ies to their parents in the first quarter of 1961. For the 
1960 10-27 149 54 95 year as a whole, income returned to non-residents on direct 
ei 164 65 59 investment, including net profits of unincorporated 
We ag, 6 mand Ap i 33 108 branches, accounted for the entire gain in dividend pay- 
vs 195 67 128 ments, as remittances abroad on portfolio investment 
remained unchanged in the two years. Industrially, most 
1961 IQ 204 61 143 of the gain in dividend payments was derived from firms 
TO" 173 68 105 engaged in manufacturing, mining and merchandising. 
~ Gi gg, 9 enum’ gb | 58 115 
ti i, ama 7 | 72 149 Interest payments at $259 million were higher than 


ever before. About two-thirds of the $20 million increase 
in the year was ascribable to large net new issues of 
corporate bonds and provincial and municipal debentures sold in the United States, mainly, during 1960 
‘and the first half of 1961. Approximately one-third of the increase was due to the influence of the 
foreign exchange rate of the Canadian dollar, which moved from a premium position to that of discount 
during 1961. 


More than four-fifths of interest and dividend payments flowed to the United States and over 
10 per cent to the United Kingdom in 1960 and 1961. 


TRAVEL EXPENDITURES A significant contraction occurred in Canada's deficit on travel account 

in both the fourth quarter and the year 1961. In the full year this 

jleficit amounted to $160 million compared with $207 million in each of 1959 and 1960. The contraction 

in this annual deficit occurred in the travel account with the United States where receipts from 

Jnited States travellers rose substantially while Canadian expenditures in the United States were 

slightly lower. On overseas account there was a further rise in the excess of Canadian expenditures 

overseas over receipts to $136 million. 
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Canadian travel overseas continued to grow although at a slightly lower rate than in the 
xrevious year. Expenditures overseas increased some 9 per cent compared with a rise of 10 per cent 
in 1960. In both years the number of Canadians travelling 


Travel Expenditures overseas increased considerably more than these ratios in 
(millions of dollars) expenditures. In 1961 average expenditures overseas per 
1960 1961 person were generally less than in 1960. This seems to 
Leceipts Taine Biers have been mainly a reflection of shorter lengths of stay 
United States 375 429 outside of Canada, as costs would be higher because of the 
Overseas 45 44 rise in the cost of foreign currencies. In addition, con- 
All countries 420 473 tributing to the more moderate rise in expenditures, there 
’ayments was relatively less use of foreign transportation facili- 
ieunited States 462 453 ties between Canada and overseas, and also a small contrac- 
Overseas 165 180 tion in average cost of transportation. 
All countries 627 633 


let Payments In contrast to the continued rise in overseas 

jp SS asd 

United States 87 24 travel there was a small drop in the volume of Canadian 
Overseas 120 136 travel to the United States which was enough to lead to a 


All countries 207 160 slight contraction in travel expenditures there. This was 
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most evident in the second half of the year in automobile travel, following the higher cost to 
Canadians of United States currency, but appeared in travel by other means throughout the year. While 
average expenditures by Canadians in the United States often tended to be higher in 1961 this was not 
a consistent trend and some types of expenditures contracted significantly such as purchases of 
merchandise by tourists. Although the total expenditures by Canadians in the United States in 1961 
were slightly less than in 1960, they remained considerably higher than in the years before 1959. 


In contrast to the reduction in Canadian expenditures in the United States there was a further 
significant increase in the number and expenditures of United States travellers in Canada. This 
carried the total expenditures of non-residents in Canada to a new peak of $473 million which is some 
13 per cent over the previous high of $420 million in 1960. The volume was higher in both halves of 
the year and average expenditures in Canadian dollars were considerably higher, particularly in the 
second half when the premium on United States funds prevailed. 


FREIGHT AND SHIPPING Increases in both receipts and payments for freight and shipping services 
issued from the handling of a larger volume of trade, including petroleum 
exported to the United States, and higher payments to foreign vessels for the carriage of imports. 
Gains in receipts of $25 million to $467 million and in payments of $21 million to $554 million con- 
tributed to reducing the deficit on this account from $91 million to $87 million, representing about 
7 1/2 per cent of net payments on non-merchandise transactions in 1961. 


Official contributions in 1961 amounted to $54 million, down from $60 million in 1960. In the 
year under review, contributions under the Colombo Plan remained practically unchanged, while the two 
new vessels presented to the Government of the West Indies Federation were valued at $5. 1/2 million: 
However, gifts of wheat flour, milk powder and other relief supplies were lower, and donations of flour 
to the NATO food bank did not recur in 1961. 


Miscellaneous Current Transactions The deficit on other government trans- 
(millions of dollars) actions was about $11 million larger, following 
more decline in receipts than in payments. Most 
Receipts Payments of the decrease in the receipts was estimated to 


1960 1961 1960 1961 be in expenditures in Canada for United States 
defence purposes. Cash payments for the NATO 


Government, excluding infrastructure programme in 1961 were about one- 

official contributions 124 108 160 155 third of those for 1960, but this reduction was 
partially offset by special contributions in 1961 

Personal and institu- towards financing the United Nations operations in 

tional remittances 24 23 97 98 the Congo and elsewhere. 

Miscellaneous income 93 78 116 124 A deficit of $202 million resulted from 
net payments for business services in 1961 which 

Business services 7 De" EEO 333s 381 was over 15 per cent greater than in 1960. Con- 

Total 420 388 726 ~— 758 tributing to this has been such factors as rising 


production during the year in manufacturing and 
in other branches of the economy, the higher Canadian dollar cost of services arising from the premium 
on foreign exchange, and an apparent general tendency for payments of this type to increase. Lower 
receipts of miscellaneous income and the virtual termination in 1960 of special compensation for 


contract cancellations, combined with larger remittances, resulted in raising the 1961 deficit on this 
item substantially. 


Gold production available for export, estimated at $158 million in 1961, was $4 million below 
the value for 1960 but above the average level for the six most recent years by about the same amount. 


Transactions by areas 


The bilateral distribution of the decline in the current account deficit in 1960 was repeated 
in 1961. While both the widening in the deficit with the United States and in the surplus with the 
United Kingdom continued, the amounts of change were appreciably reduced. On the other hand the 
development of a large surplus with Other Countries took place rapidly within the year. The deficit 
with the United States rose $37 million, or about 2 1/2 per cent, from $1,356 million in 1960 to $1,393 
million in 1961, while the surplus with the United Kingdom went up slightly from $171 million to $182 
million. The turn-around from a deficit of $32 million in 1960 to a surplus of $222 million with Other 
Countries amounted to $254 million, roughly the same as the sizable improvement which occurred in 1960. 
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Summary of Current Transactions with the 
United States, United Kingdom and Other Countries, 1960 and 1961 


and Change between the Periods 22 
(millions of dollars) 


All Countries United States 


pourth Quarter 1960 1961 = Change 19%60 191 Change 
Merchandise exports (adjusted) Ls FIA dl O2h + 230 736 905 + 169 
Merchandise imports (adjusted) 1,390 15554 #2162, 915 1,016 £141 
Balance on merchandise trade +2 4h capa A) +. -66 - 179 - 111 +2108 
Other current receipts 412 423 garage NIE 8 213 278 <> 
Other current payments 720 759 + 39 496 538 «tae 3 
Balance on nommerchandise transactions — 308 - 336 - 28 = 223 - 260 - 37 
Current account balance - 304 - 266 + 38 5,02 —usrh tin 3) 


Calendar Year 


Merchandise exports (adjusted) 5,400 5,896 + 4% 3,039 3,215 + 176 
Merchandise imports (adjusted) 5,545 59717 + 172 3,715 3,832 + 116 
Balance on merchandise trade - 145 asia A fe Tee - 676 =~ 616 + 60 
Other current receipts 1,724 Tp To> tPOL 1,242 1,280 + 38 
Other current payments 2,796 PI bs S| #5157 1,922 2yOD7 eae fs 
Balance on non-merchandise transac= -1,072 -1,168 - 9% - 680 - 777 - 97 
tions 
Current account balance -1,217 - 989 + 228 -1,356 -1,393 =~ (37 
United Kingdom _____ Other Countries 
Fourth Quarter 1960 1961 Change 1960 1961 Change 
Merchandise exports (adjusted) 241 248 4% 417 471 nr ey A 
Merchandise imports (adjusted) WA 155 + Ey 331 383 252 
Balance on merchandise trade Py, are 2 - 4 + 86 SS hm #2 
Other current receipts fe us pat 67 4 Tes, 
Other current payments 88 89 ee i 136 132 - 4 
Balance on nommerchandise transactions - 16 - 16 - - 69 - 60 + 9 
Current account balance + 81 + 77 - 4 ST 527 + 28 tag SL 


Calendar Year 


Merchandise exports (adjusted) 924 923 ming | TAot 1,758 sas 
Merchandise imports (adjusted ) 611 588 = 23 1,219 1,298 FO 
Balance on merchandise trade +313 + 335 + 22 T2015 + 460 oP YL 
Other current receipts 223 218 at 5 259 287 +3 23 
Other current payments 365 371 tPIG 509 525 f “6 
Balance on nommerchandise transactions -142 - 153 - 1 - 250 - 238 el cha 
Current account balance 171 182 td. =) 9s te2272 + 251 
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This improvement was concentrated almost wholly in trade, with increments to exports and imports being 
estimated at roughly $320 million and $80 million, respectively. 


In transactions with the United States, a lowering of $60 million in the import balance in 
part offset the continuing growth in the deficit on "invisibles", which was $97 million higher in 1961, 
Merchandise exports expanded $176 million, or nearly 6 per cent from $3,039 million to $3,215 million, ; 
while imports advanced $116 million, or 3 per cent, from $3,715 million in 1960 to $3,831 million. The . 
14 per cent addition to net payments in service transactions with the United States from $680 million 
in 1960 to $777 million in 1961 was accounted for by a sharp increase in payments of investment income, 
a decline in receipts and increase in payments (each about $30 million) for "miscellaneous current 
transactions", offset to the extent of about 40 per cent by a substantial increase in travel receipts, 
reinforced by a smaller decline in payments. Lower receipts of miscellaneous income and on government 
account, and larger payments of the former as well as for business services, accounted for the 
increased deficit on miscellaneous current transactions with the United States. 


The $11 million increase in the current account surplus with the United Kingdom in 1961 arose 
from a $23 million decline in adjusted merchandise imports from $611 million in 1960 to $588 million, 
while exports were practically unchanged at $923 million in 1961, and a small widening in the deficit 
on non-merchandise transactions from $142 million to $153 million. The travel and income accounts, 
government transactions, personal and institutional remittances continued to be the main sources of 
this imbalance. 


Within the Other Countries group, the current account surplus with the rest of the Sterling 
Area was reduced by $25 million while the deficit with the other OEEC countries widened by about the 
same amount, the changes in both cases being due to trade. The striking improvement of $254 million 
in the current account balance with the whole group, therefore, originated in transactions with the 
remaining countries, and centred again in the export component, which rose by well over one-half. 
Wheat was a prominent factor in this development. 


Developments in the fourth quarter 


The same factors bringing about this change during the year led to a reduction in the current 
deficit in the fourth quarter of 1961 to $266 million from $304 million in the same period of 1960. 
The rise in the export balance from merchandise trade was partly offset by a further widening in the 
deficit from non-merchandise transactions to $336 million compared with $308 million in the fourth 
quarter of 1960. Growth in this latter imbalance was again mainly due to larger deficits on income 
account and from business services and other miscellaneous current transactions. In addition there 
was a considerable reduction in gold production available for export. Each of the other non-merchan- 
dise accounts including travel showed reduced deficits compared with the same quarter a year ago. On 
merchandise account an important factor was the rise in exports to the United States as well as the 


sale of wheat overseas. A part of the gain in exports to that country was offset by a rise in imports 
which were also at a high level. 


Capital movements 


Movements of capital for direct investment, portfolio stocks and bonds, and official loans and 
long-term investments totalled $604 million, equivalent to 61 per cent of the current account deficit 
in 1961. In 1960 these movements totalled $873 million equivalent to 72 per cent of the deficit in 
that year. The proportion in 1961 was smaller than in the earlier post-war years in which Canada 
incurred current account deficits, with the single exception of 1955, but over the period as a whole 
inflows in long-term forms were equivalent to all but 7 per cent of the net current account deficit. 


Geographically in 1961, the movement in these forms from the United States was about 5 per 
cent greater than the overall movement, while the net inward movement from the United Kingdom was 
equivalent to about 5 per cent of the total. There were net outflows to other overseas countries 
equal to about 10 per cent of the net inward movement from all countries in long-term forms; contribut- 
ing 1n 1lmportant amounts to this result were trade credits. In 1960 about 78 per cent of the movement 


came from the United States, 10 per cent from the United Kingdom, and 12 per cent from other overseas 
countries. 
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Capital inflows taking the form of increases in outstanding net external long-term debt(1l) of 
the various levels of government in Canada continued to contract, falling from $198 million in 1960 to 
$124 million in 1961. This was the smallest capital inflow to this group for a number of years, and 
was in sharp contrast to the inflow of $461 million in 1959. Foreign direct and portfolio investment 
in Canadian concerns totalling $637 million in 1961 was below the figure of $722 million for 1960 and 
those for earlier years since 1955, but at 64 per cent it made up a larger proportion of the net 
capital inflow than in either 1959 or 1960. 


DIRECT INVESTMENT The net movement of foreign capital to Canada for direct investment in 
foreign-controlled enterprises during 1961 is estimated to have totalled 
$420 million. This figure was down sharply from the record level of $645 million reached in 1960, 
although it may be noted that it was exceeded in only three earlier post-war years. About a quarter 
of the change is estimated to reflect a reduction in the net inflow for the acquisition of existing 
concerns and interests and for refinancing, etc. having no counterpart in current new capital formation 
in Canada. Industrially nearly half the decline was to the mining industry where the phasing out of 
some major developments coincided with the reacquisition by Canadian groups of some existing foreign- 
‘owned investments. The balance of the decline was shared by the petroleum and natural gas industry, 
and by manufacturing. In each case the reduction was accounted for in part by larger transfers in 
1960 covering the acquisition of existing Canadian-owned concerns. Inflows to finance and real estate 
continued to be large with the acquisition of insurance undertakings playing a prominent part in 1961. 


It has been noted before that investments in many hundreds of enterprises contribute to the 
direct investment totals. The net inflow from the eight largest elements fell by about 50 per cent 
from 1960 to 1961, accounting for 5? per cent of the net movement in the earlier year and about 48 per 
cent in 1961. 


Although the inflows in each quarter of 1961 fell below those of the corresponding quarter of 
1960, the moderation was particularly evident in the last half of the year when the inflow fell to 
$160 million, the lowest level since the first half of 1952. The decline from the first half of 1961 
was $100 million. 


Geographically, United Kingdom direct investment flows to Canada rose both relatively and in 
total over 1960, accounting in 1961 for perhaps 30 per cent of the total, compared with 18 per cent in 
1960. Direct investment transfers from the United States, are estimated to have accounted for about 
55 per cent of the total, in contrast to 68 per cent in 1960, a reduction of the order of $200 million. 
Inflows from other overseas countries maintained their relative proportion but dropped in amount. 


Preliminary estimates of the movement of capital for direct investment abroad indicate a net 
dutflow of $110 million, compared with $85 million in 1960. The estimate for 1961 is the highest 
cecorded. The largest part of the outflow was to manufacturing concerns but there were also outflows 
to a variety of financial, mining, and other operations. Nearly half the outflow was to overseas 
countries other than the United Kingdom, mainly outside Western Europe. 


SECURITY TRANS ACTIONS Transactions in stocks and bonds between Canada and other countries in 
1961 gave rise to a net capital inflow of $273 million, up considerably 

from that of $226 million recorded for 1960. The total value of the transactions leading to this 
balance was $4.1 billion. The net inward movements in 1960 and 1961 were much smaller than in the 
years from 1956 to 1959 when they ranged between $610 million and $763 million, but were larger than 
in all but two of the ten preceding post-war years. The total value of transactions was some $1.5 
billion higher than in 1960 and was well above the average of about $2.9 billion from 1956 to 1960. 
Contributing to the turn-over in recent years in a indeterminate amount has been the development of 
buy- backs or purchase and resale arrangements under which essentially short-term transactions may be 
carried out in securities which are nominally long-term. 


Foreign savings supplied a smaller part again in 1961 of the new money raised by Canadians in 
capital markets. Net acquisitions by non-residents of provincial, municipal, and corporate securities 
were equivalent to about 14 per cent of the net new supply of these securities. In 1960 the proportion 
nad exceeded 16 per cent and in 1959 it was more than 40 per cent. The reduction in 1961 occurred 
despite the fact the new supply of these securities was about 25 per cent greater than in 1960. Foreign 


—_ 

(1) Increase in holdings by non-residents of Government of Canada, provincial and municipal bonds, less 
net repayments on intergovernmental loans and subscriptions in gold and foreign currencies to 
international financial agencies. 


savings invested in provincial securities were equal to more than half of the net new supply in 1959, 


but fell to 9 per cent in 1960 and to 3 per cent in 1961 despite a substantial growth in borrowing in 
the latter year. Foreign investment in 


Portfolio Security Transactions Between Canada and municipals equalled 39 per cent of net new 
Other Countries, 1961 issues in 1959 and 33 per cent in 1960 but 
in 1961 there was no significant foreign 
TE To SES En oS ene Le investment in this group of securities. In 
by Canadians ng 1ae AoE IV YEAR the case of corporation securities, on the 
Canadian Securities (millions of dollars) other hand, net acquisitions by non-residen 
ata cats WE SOR equalled about one-third of the net new supp 
Outstanding - in 1961, compared with 14 per cent in 1960, 
Bondsy yoga <n! +31) GR 34 =312 410 63 although the proportion at that time was 
SEDC) sda «Bigs +. 43, «+132 - = 5 +.40 unusually low in relation to earlier years. 
New 4eGues. oo .auas +asu +90 +171 +4127 +104 +492 Taking corporate bonds and debentures alone, 
MEE EDOMCTIESS Grae ctsheraw et = 69 6—= 93. = 29 =101..-292 the net acquisition by non-residents in 1961 
of over 50 per cent was higher even than in 
Foreign Securities 1956 and 1957 when very much larger amounts 
of capital were raised by Canadian corpora- 
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Total - all countries +65 +128 +85 - 5 +273 in 1960 entirely from the United States. 
, Inflows from the United States amounted to 
ites Sona - a eRe pe ¥ a ce $415 million, but there were outflows of 


ey $101 million and $41 million to the United 
Kingdom and to other overseas countries 
respectively. 


Other Countries . + 9 - 20 - 14 - 16 


A capital inflow of $103 million produced from trade in outstanding Canadian securities was 
made up of net sales to non-residents of $63 million of bonds and debentures and of $40 million of 
common and preference stocks. The total was practically double the figure for 1960. The largest 
changes between the two years occurred in trade in outstanding Government of Canada direct and 
guaranteed issues in which net sales rose from $49 million to $75 million and in corporate bonds and 
debentures where net repurchases fell from $42 million to $7 million. In both years substantial sales 
balances occurred in the first half of the year, and there were small repurchase balances in the secon 
half. 


Net Saies of Outstanding Canadian Stocks A rather striking feature of transactions in 
to Non-Residents Canadian securities has been the persistence of sustained 
(millions of dollars) sales of outstanding Canadian stocks to residents of the 
United States and sustained repurchases of them from the 
United Other United Kingdom and other overseas countries. 
Quarter Total States Countries 


Canada imported $492 million of foreign capital 


1960 Bi 0, 13 5 8 from the sale to non-residents of new issues of Canadian 
cA] 24 22 Z securities in 1961. This figure was 10 per cent higher | 
LEE MO, 10 14 - 4 than sales in 1960, but was well below the totals for the 
IV Q 2 13 -11 years from 1956 to 1959. Perhaps the most striking feature 
of the series is the contraction in sales to non-residents 
1961 TQ 13 2A: - 8 of new issues of governments and municipalities, which fell 
OE, 82 45 -13 from $548 million in 1959 to $126 million in 1961, in con- 
LET 0 - 22 -22 trast to the sharp increases in sales to non-residents of ~ 
LV: S59 32 -37 new corporate issues which rose in the same period from 


$159 million to $366 million. Among the corporate issues 

placed abroad or attracting considerable non-resident 
interest at the time of issue in Canada in 1961, petroleum and natural gas including ancillary facili- 
ties stood out prominently, accounting for over 40 per cent of the total. Securities of real estate 
investment companies, pulp and paper concerns, and financial institutions were in that order the next 
largest contributors to the total. It may be observed that a wide range of factors besides general 
interest rate and exchange differentials may influence borrowing abroad. Among them may be specific 
relationships existing between entrepreneurs and particular capital sources, and the absorptive 


capacity of the market not only in total but also in respect of a particular type of security or the 
securities of a particular borrower. 
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Although the proceeds of new issues sold to non-residents were more evenly distributed over 
1961 than 1960, receipts tended again to be larger in the first half of the year. About 40 per cent 
of the proceeds received during the last six months of 1961 arose from arrangements completed in 
earlier periods. 


Retirement of foreign-held Canadian securities rose in 1961 to $292 million. This figure was 
some $39 million higher than in 1960. The total included $53 million of common and preferred stocks 


retired from the market through redemption, negotiated purchases, etc.; a significant part reflected 
_ principal repayments on the partial liquidation of an utility holding company. Since retirements 
_ required by the operation of sinking funds are often satisfied through the surrender of bonds acquired 


in the market, some repurchases of outstanding issues in effect also represent debt retirement. Rising 


_ payments for retirements are to be expected with the increasing amounts of debt of Canadians held by 
non-residents. The retirements of bonds and debentures in 1961 represented less than 1/25 of the debt 
held by non-residents. 


All transactions in foreign securities led to a net capital export of $30 million in 1961, up 


_ $10 million from 1960. Included in the total for 1961 were net purchases of $5 million of outstanding 
_ issues; Canadians purchased $18 million of United States, United Kingdom, and other foreign equities, 
, but sold $13 million of foreign bonds and debentures, about half of them United States Government 


issues. Canadians also purchased $34 million of new foreign securities. This outflow was the largest 


_for these transactions since 1955. Contributing to the total was an offering of Canadian dollar bonds 
| by the Commonwealth of Australia. Other purchases by Canadians included issues of borrowers in the 
_Umited States, Israel and United Kingdom. Retirements of Canadian-held foreign securities in 1961 
totalled $9 million, about half the total for 1960, including investments in the United States, other 
countries, and international financial organizations. 


A more extended review of international security movements in 1961 will be found in the 


December issue of "Sales and Purchases of Securities Between Canada and Other Countries". (DBS 
Catalogue No. 67-002). 


‘OTHER CAPITAL MOVEMENTS Canadian Government aid abroad in 1961 took the form of official con- 
tributions or of guarantees of credit provided directly or indirectly 


_from private sources, or of subscriptions to international financial agencies discussed later in this 


report. There were no loans made directly by the Government. Official contributions, which appear in 
the current account, totalled $54 million. 


Repayments of principal on earlier intergovernmental loans totalled $38 million, including 
| amounts from the United Kingdom, France, India, the Netherlands, Belgium and Ceylon. The total was 
some $6 million higher than in 1960, Periectine the commencement of repayments on special wheat and 


flour loans extended to India and Ceylon in 1958 and 1959, and a rising capital element in the repay- 
‘ment from the United Kingdom. In addition to these principal repayments, there were receipts of $31 
million on account of interest in 1961; this is a part of the item in the current account covering 


Canada's receipts from interest and dividends. 


Other Canadian aid abroad in 1961 was associated with the extension of export credit facili- 
ties through the Government-owned Export Credits Insurance Corporation, the Export Finance Corporation 
of Canada Limited established by the Chartered Banks of Canada, and the Canadian Wheat Board. A 


description of these facilities and some comment on the character of capital movements to which they 
give rise were provided in the last issue of this series of reports. The net capital outflows 
originating from these trade credits, apart from paper rediscounted with non-residents or into 
‘Canadian banking assets abroad, are a part of "other capital movements". The amount involved for 1961 
as a whole was somewhat more than $50 million. The contingent liability of the Government of Canada 
and its agencies is of course much larger. 


Change in Canadian dollar holdings Canadian dollar holdings of foreigners fell over 
of foreigners the first three quarters of the year, particularly in the 
(millions of dollars) second, but rose in the fourth quarter, reducing the 


capital outflow for the year as a whole to $34 million. 


Treasury Deposits As the accompanying statement shows the series include 


Quarter Total _ Bills _ etc. holdings of Government of Canada treasury bills and also 
1960 TaQh ‘= &2 - 8 + 6 Canadian dollar deposits at banks and other depositaries. 
rey -10 + 8 
III Q. +45 +27 +18 Total non-resident-owned holdings of Canadian 
IV Q +79 +47 +32 dollars fell from about $600 million at the end of 1960 to 
1961 + 5 432 37 about $565 million at the end of 1961. Somewhat more than 
| ee ox half the total at the end of 1961 was represented by hold- 
iatrag os i £4 ings of residents of the United States. These movements 
lia cau ek and balances are apart from the holdings of international 
A te ons =e financial agencies which are included elsewhere in the 


capital account. 


= Oe 


Holdings by non-residents of Canadian treasury bills included in the totals fell from $120 
million at the end of 1960 to $62 million at the end of 1961. The largest change occurred in holdings 
of residents of the United States which fell during the year from $93 million to $26 million. The peak 
of foreign holdings was reached in April when they totalled $163 million, falling pei tt over the four 
succeeding months to $43 million. (The December 1961 issue of the monthly publication, "Sales and 
Purchases of Securities Between Canada and Other Countries'', contains a more extended description of 
these movements, together with comment on the factor of interest arbitrage.) “ 


Official Holdings of The net capital outflow represented by increased 
Gold and United States dollars official holdings of gold and foreign exchange in 1961 was 
(millions of United States dollars) $229 million. Since a balance of about $52 million was 
provided to the United Kingdom against Canadian dollars 
Change drawn from the International Monetary Fund, a reduction 
End of Amount in Period represented in this item of the balance of payments capital 
inflow, the net outflow apart from this special transaction 
1961 1 1,935 +106 was $281 million. The overall change was the largest 
EL.-Q 1,985 + 50 annual one since the withdrawal of fixed exchange rates in 
LELSO 1,924 - 61(1) 1951, but in four of the five earlier post-war years the 
IV Q 2,056 +132 net annual change was substantially larger. The increased 
Oct. 2g L114 +186 use of the Exchange Fund Account in 1961 is consistent with 
Nov. 2,079 - 32 the announced intentions of the Minister of Finance covered 
Dec. 2,056 - 23 in the report in this series for the second quarter. There 
were outflows of $105 million, $51 million, and $135 
(1) Includes special transactions under million in the first, second and fourth quarters, while in 
arrangements related to U.K. drawing the third quarter official holdings were reduced, largely 
from IMF -50. as the result of the special transaction with the United 


Kingdom, giving rise to a capital inflow of $62 million. 

Over the year there was a small net increase of $2 million 
in official holdings of sterling, while the remainder of the net movement was reflected by increased 
holdings of gold and United States dollars, shown (in terms of United States funds) in the accompanying 
statement. Particularly, interest naturally attaches to the sharp increase in official holdings of 
gold and United States dollars which occurred in the month of October, and which appears to have in- 
volved some changing of exchange positions. The transactions were probably reversed to some extent 
later within the quarter. 


The composition of "other capital movements" is given in the statement below. In total they 
gave rise to an exceptionally large net capital inflow of $631 million over the year compared with 
$243 million in 1960. A particularly sharp turnaround of $410 million occurred between the third and 
fourth quarters of the year. 


Among the features which stand out on an annual basis is the return of capital to Canada 
through reductions in private and banking holdings of short-term funds abroad. While there have been 
quarters in which there were net movements into Canada, there has been only one other year, 1955, in 
the decade since the termination of foreign exchange in Canada when private and banking Canadian 
holdings of foreign exchange were not increased. The capital inflow from these balance changes in 
1961 amounted to $154 million, in sharp contrast to the outflow of $61 million which occurred in 1960. 
Canadian holdings in these forms were well in excess of $1.1 billion at the end of 1960 and, taking 
into account changes in their exchange value, fell by slightly over $100 million in 1961. 


Transactions between Canada and international financial agencies were dominated by drawings of 
Canadian dollars by member countries of the International Monetary Fund. A drawing in the second 
quarter by the Government of Australia of the equivalent of $175 million in United States funds in 
currencies held by the Fund included about $10 million in Canadian dollars; Australia also raised $20 
million in the Canadian capital market about this time. In the third quarter the Government of the 
United Kingdom arranged a drawing of the equivalent of $1,500 million in United States funds in nine 
currencies, including $75 million in Canadian funds. The Fund then replenished its holdings of each 
of these currencies, in an amount equal to one-third of the drawings by the United Kingdom, through 
sales of gold. The net effect on Canada of the transactions with the United Kingdom was that Canadian 
liabilities to the International Monetary Fund fell by about $52 million, and there was a decline of 
about the same amount in Canada's official holdings of gold and foreign exchange. 


The total decline of $60 million in Canada's short-term liabilities to international financial 
agencies arising from the drawings and other uses was partially offset by Canadian quota or subscription 
payments of $9 million to the International Monetary Fund, representing adjustment of the Fund's 


Canadian dollar holdings arising from exchange rate changes, and a capital subscription payment of $8 
million to the International Development Association. 


el et 
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Reference has already been made to the elements in this group of movements representing 
janadian aid abroad through the extension of export credit facilities. 


Borrowings from non-residents by finance companies (apart from transactions in long-term 
securities) together with non-resident holdings of Canadian commercial paper accounted for a net 
capital inflow of $108 million in 1961. A very substantial part of this inflow occurred in the first 
quarter. 


Regular readers of these reports will be aware of the wide variety of items embraced within 
che group of "all other transactions including changes in loans and accounts receivable and payable" 
sotalling some $446 million in 1961. When all the source data for 1961 have become available it may 

ve that some items currently grouped here may be transferred to other categories in the balance of 
vayments, but there will remain a wide range of accounts receivable and payable, intercorporate short- 
-erm items, bank loans, etc., quite apart from the real, financial, or documentary floats inherent in 
he compilation of estimates of this sort. For example, at the end of 1961 it is estimated that cheque 
‘loats in connection with a single transaction contributed more than $30 million to this item in the 
‘tatement. And there remain the possibilities of errors and omissions in some other items; the wide 
variety of channels open to Canadians for international security transactions make it difficult to 
msure that all movements of capital are recorded, although coverage of the series is extended wherever 
ossible to include new intermediaries or participants. As in the past changes in short-term 
eceivables and payables of various sorts are believed to be the area of capital movements least 
ompletely covered. 


Composition of "Other Capital Movements" 
(millions of dollars) 


1960 1961 1960 1961 
ransactions with all countries Year Year pour b First Second Third Fourth 


Quarter Quarter Quarter Quarter Quarter 


mternational Financial Agencies(1) 


_Canadian dollar subscriptions - 10 - 17 - 6 © - 9 - = 8 
Short-term Canadian dollar holdings > aS - 2 - - 52 7 
ther long-term capital transactions oo a ee 15 ~ il - 27 ee 12 


ank balances and other short-term funds 
abroad (excluding official reserves) - 61 154 73 128 54 -140 112 


orrowings from non-residents by finance 
zompanies, and non-resident holdings of 
commercial paper (1961 only) 65 108 54 ree 21 - 1 17 


Ll other transactions including changes 
tn loans and accounts receivable and 
yayable(2) 186 446 55 105 Joey 54 130 


TOTAL (Item D 17) 243 631 191 305 196 -109 270 


\) International Bank for Reconstruction and Development, International Monetary Fund, and 
| International Development Association. 


1) Includes also balancing item representing difference between direct measurements of current 
and capital accounts. 


TES: The figures in this statement are based on incomplete data, and make use in some cases of 
statistics compiled in other countries. The items are therefore subject to greater possible 


error than others in the balance of payments statement. 


A minus sign indicates an outflow of capital from Canada. 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1961 are preliminary and 
1959 1960 
IV ha LE III 
/ pevals Receipts 
: 1 Merchandise exports (adjusted) .......ecccccescesesescteneeteteeeeee 1,449 15283 Weed 1,400 
3 Gold production available for export ........:ccceeeeeeeee oF 44 35 42 
- 61 36 91 PPA 
4 MTAVEl OXDEMCIGUNES i.c..cf1 ect resets esas serteraveeeseter sarees easertees= 
5 drbereat wid cividientis: (200 te he eee esse testers 69 36 40 36 
6 PCT ee aid Sit Ge te eae ee nee ae ee 110 102 115 118 
‘ Inheritances and immigrants’ fundS ...........cccccccccuesseeseeees 24 18 29 31 
11 TT either CHITERCLLCCEIOLS, kirken cece ooo atsannavormeere ene 97 100 Loe Ta 
12 Total Current Receipts .............cccccccccccceceescsseseeeseseceseseceeees 1,847 1,619 i, 740 1,959 ' 
B Current Payments ; 
1 Merchandise imports (adjusted) .....c.ccccccececescseseeesereseseeseeees 1,423 L327 175190 1, 318 
4 TTAVEl CRPONULEUICS: <.ciovauM aah: cuore eee eee 121 119 168 213 1 
5 Interestandad videndS..:204 ai. :tcca ued eee 222 149 164 161 
6 EKeront Ald SHIPOLNe se We crete hi decss gan eet eo eeorneee 144 114 137 yA % 
7 Inheritances and emigrants’ fUNdS .........ccecceceeseccse ests eeeeees 48 38 43 50 
9 OPEL ELA CONLT DUELONS cso ocuucusaie vavicremen ere eee emer 19 10 10 16 
11 Allcother current Payments. 4...0:c0cervcacca Mawr chon 2 eee 173 183 178 182 
12 Total Current Payments 00.0.0... ceeseseteceresnees 25150 1,940 2,210 2,081 
Balance on Merchandise Tradess...ccccycsccseecwsks becuse ntevesetioessens se PAS - AL - 187 + 82 
Balance on Other Transactions, excluding B 9 0.0... - 310 - 267 = 273 - 188 | 
Giticra ee ontM bu ONS: 4 vat acc es ketene aR esa oe soem - 19 =e LO - 10 - 16 
Cc Current Account Balance ................cccccccccscsescccscesceccascsecesecaesseeaes - 303 - 321 - 470 - 122 
D Capital Account 
Direct Investment 
Direct investment ini Canada... .<.ccudv cet ercemucvcasedentinien: + 183 + 196 + 144 + 168 
”) Direct. InvestMent, AHEOWA ss cccsonceecsanuseecawaecereian cosact ences - 18 - 15 ~- £5 a 29 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................... eee bE + 19 +. AS - 19 
3b Trade in outstanding common and preference stocks...... + 19 breve 5 cae A me | 
News ISSURSerr ete At ecobites (8 a ee + 197 + 209 + 146 + G52 
5 Retinementsi yew ae eee eee ee S  Fhil = 50 = - 32 
Foreign Securities 
6 Trade In. outstanding 1Ssues 4 ..cccseccnescec cers - 8 sa ae ey! = 5 +t Sa 
7 New isstieg= ie Sarno el ee eee, - 7 = (*2Q - 3 = 2 
8 PGEITSWIGT Lee cata at et ant tac ene ek eh na ee A ee tale 3 + 
Loans by Government of Canada 
9 ITA WANES gee coe terres eta net: eee eee nee ee = = ~ - 
10,11 HULOUR Lg ee a ee, AO SO ne am er + 25 - ee Tae: - 
13 Subscriptions in gold and U.S. dollars to international 
ESV TORTS ME Sess) 1 Poy chai, Sake ue ae vn en re ea ns Fg re - 59 os - ae ee 
14 Change in Canadian dollar holdings of foreigners.............. - 44 = 2 ~ a +e 45 
16 Change in official holdings of gold and foreign 
axchangefincrease,: minus yitss.b) ee ee -to7 2d Be *12'62 - 40 
17 Osher capital movements. 2. false hese a ae - 71 + 162 - 39 
E __ | Net Capital Movement ee, Oe ee + 303 * 321 + 170 + 122 | 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) Merchandise trade statistics are adjusted for use in 
B1) ‘‘The Canadian Balance of International Payments’’. 


A 11) This item includes government tra 
B 11) actions, and business services. 


this statement. Details of these adjustments are shown in the annual reports on 


nsactions n.o.p., personal and institutional remittances, miscellaneous income, insurance trans- 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1960 are subject to revision. 


1960 ads Grgy Annual Totals 


IV I ar cL IV 1958 1959 1960 1961 
(millions of dollars) 
1,394 1,266 1,447 Lgpog 1,624 4,887 5,150 5,400 5,896 ‘ 1 
41 Al 42 Al 34 160 148 162 158 3 
(?2 38 101 254 80 349 391 420 473 4 
66 35 56 39 66 168 182 - 178 196 5 
107 99 116 128 124 401 420 442 467 6 
24 19 28 31 “a5 97 109 102 103 7 
102 99 99 96 94 SYS 392 420 388 11 
1,806 1,597 1,889 2,148 2,047 6,437 6,792 pede 7,681 12 
B 
1,390 1,263 1,478 1,422 1,554 5066 Bey (2 5 545 ord ihe 1 
127 126 173 214 120 542 598 627 633 4 
195 204 173 aT 221 612 671 669 Ti 5 
11 114 138 149 253 460 525 533 554 6 
50 40 46 49 48 145 165 181 183 7 
24 12 8 vA 20 53 72 60 54 9 
183 181 187 193 197 690 693 726 758 11 
2,110 1,940 2,203 Qeelk 2,313 7,568 8,296 8,341 8,670 12 
+ ele tise  <t 70 - 179 -422 -145 +179 
e 28/ = 334 —ee7> = 189 = 316 SOOM ral OLO- vakaOle, - l,i ak 
= 24 = =u. 6 = Ih - 20 - 53 mainte - 60 - 54 
- 304 - 343 - 314 - 66 - 266 =misl3l -=1,50,.. .=1,217 - 989 Cc 
ie 
® 137 + 120 + 140 adie ge P35 + 420 * 550 ¢ Gk5 + 420 1 
- 16 40 35 - 15 - 20 - 48 = (O00 = 185 - 110 2 
- lk ¥.° 32 + 34 - 2 + 10 - $9 902. #38 + 63 3a 
~ Po + 13 + 32 - - 5 + 88 = e120 + L9 +) 740 3b 
+ 40 + 90 alae + 127 + 104 + 677 + 707 — + AAT + 492 4 
S 93 69 = 93 - 29 ~ 101 - 158 - 258 -— 253 - 292 5 
- 24 3 - ae =) 20 + 13 - 32 =| 20 - 5 6 
- li ~ 5 - 18 - 6 - 5 - 17 =- 13 = 8 - 34 “ 
‘i 92 - 39 +p) 2 + 3 ee) + 7 - 92 + 18 + 9 8 
| - - - - - - 34 - 1 - - 9 
ioe 625 + 3 oa 8 ae: + 27 So 64 + 34 + 32 + 38 10,11 
= 2 = = = = _ TG SO.) aes es es 13 
= 79 - 5 ae es - 1 + 4A + 106 + 13 + 120 —» 3h 14 
i = 105 =e. t+ 62>) = 135 me tO9 | FTE Cte BD + prema B29 16 
+ 191 + 305 + 196 - 140 + 270 + 122 + 360)..+.243 + 631 17 
+ 304 eps « Fey + 66>... +266 +1,131 1,504 +1,217 +989 *‘|E 
NOTES: 


D A minus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 


Exchange rate 


‘The value of the Canadian dollar on the international exchange markets fell sharply during 


1961. 


United States Dollar in Canada 
(Canadian cents) 


Period 


1961 I 
ag 
EEL 


OcGE: 
Nov. 
Dec. 


‘20 
< 39 
. 00 


.00 
25 
. 03 


Close 


98.91 
103.50 
103.00 


L035 3/ 
104. 28 
104.34 


Noon 


Average 


98.99 
99.42 
LOSe21 


103.03 
LOS¥ 57 
104.27 


Size = 


The last quotation for the United States dollar 
reported on transactions between banks in the Canadian 
exchange market in 1960 was 99.66 cents. At the end of 
1961 it was 104.34 cents. The largest part of the 
change occurred between June 12 and June 23 when the 
noon average rose by more than four cents, and there 
were further rises toward the year-end. The trading 
ranges of 1.44 cents, 4.94 cents, 1 cent and 1.38 cents 
in the successive quarters of 1961 compared with 0.87 
cents, 3.44 cents, 1.69 cents and 2.59 cents over the 
corresponding quarters of 1960. 


The Canadian Balance of International Payments and International Investment Position 


The annual DBS report, "The Canadian Balance of International Payments 1961 and International 


Investment Position", (Catalogue No. 67-201) will cover Canada's international transactions in 1961, 
including movements of direct investment and other capital not reviewed in this report, as well as 
recent estimates of foreign investment in Canada and of Canadian investment abroad. 
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UARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


——, 


FIRST QUARTER 1962 


Canada's current account deficit in goods and services with other countries was higher in the 
first quarter of 1962 than in the same period last year, being $363 million in the recent quarter 
compared with $338 million last year. 

On capital account, there was a decrease in official holdings of gold and foreign exchange of 
$364 million in terms of Canadian currency in the first quarter. Capital movements, apart from this 
change, continued to follow a variety of forms and directions, but in the period as a whole, these 
movements were mainly offsetting. Movements in long term form were also close to balance, as outflows 
arising from security transactions were close to net inflows connected with direct investment and 
other long term forms in the quarter. A summary of leading elements in Canada's international accounts 
follows. 


1961 1962 Again the chief source of the 
current deficit was a growing 
Ome O it © excess of payments over re- 


(millions of dollars) ceipts originating in non- 
merchandise transactions. 


Merchandise trade balance + 6 + 60 - 14 Contributing to the rise in 
Deficit on non-merchandise transactions -344  -332 - 349 this part of the current 
Current account deficit -338 -272 - 363 deficit to $349 million from 
Capital movements before change in official $344 million, were larger 

holdings +443 +407 ieee | deficits in 1962 from travel and 
Change in official holdings of gold and foreign business and other services, 

exchange(1) -105 -135 +364 which more than offset some 

contraction in the deficit on 

(1) Increase (-) income account from the wide 


imbalance in the first quarter 

of 1961 when there was an 
unusual concentration of dividend transfers from Canadian subsidiaries to foreign parent companies. 
When allowance is made for seasonal factors this deficit from non-merchandise transactions was of the 
general order of $1 1/4 billion at an annual rate. 


Small balance on merchandise trade 


On merchandise account there was once more only a very small trade balance when statistics 
are adjusted for balance of payments purposes, although the change from a slight export balance of 
$6 million to an import balance of $14 million also contributed to the larger deficit. There were 
sharply higher levels of merchandise trade in both peeerre one than in 1961, but the rate of increase 
in imports exceeded the rise in exports. 
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In the first quarter of 1962 there was an increase in Canada's merchandise exports of about 
11 per cent from the level of the same period in 1961. This was also higher than any earlier first 
quarter. Divergent trends led to this result in 1962. While exports to the United States rose sharp 
by more than one-quarter, the value of shipments to overseas countries feil by some 8 per cent. Thes 
declines were distributed among shipments to various destinations including the United Kingdom, rest 
of the Commonwealth, and countries in Western Europe. In contrast exports to Communist China were 
substantially higher than in the first quarter of last year and exports to Japan slightly higher. 


An important element leading to a general rise in values was the change in the foreign ex- 
change rate for the Canadian dollar. Among other significant elements in the rise in exports to the 
United States was an unusual concentration of deliveries of aircraft in the first quarter. Higher 
shipments of some metals and forest products and petroleum and natural gas also contributed to the 
gain in sales to the United States. The value of wheat shipments overseas was again higher than in 
the previous year although considerably less than in subsequent quarters of last year. On the other 
hand there were lower levels of some industrial materials sold in overseas markets including the 
United Kingdom and other 0.E.C.D. countries. 


The value of merchandise imports rose more than exports, being some 12 per cent more than in 
the first quarter of 1961. About one-third of this increase was due to higher levels of import 
prices, reflecting chiefly the reduced foreign exchange value of the Canadian dollar. The chief gain 
occurred in imports from the United States, which rose more than imports from overseas. 


Increases which have occurred in imports in recent quarters have been widely distributed amon 
commodities, with expanded purchases being particularly evident in many industrial materials and 
components used by Canadian industry. Imports of machinery have also been higher, as have some group 
of consumer goods like food, and feed, although there have been significant declines in some, like 
automobiles. While details are not yet available, indications are that much of this pattern may have 
persisted in the first quarter of 1962. Some gains in business inventories may also have played some 
part in the recent expansion in imports. 


Deficit from services and non-merchandise items 


While the changes in the first quarter in the balance on merchandise trade with Canada's 
principal trading partners were larger, the imbalance on "invisibles' persisted in being the core of 
the current account deficit. Notwithstanding a pronounced decline in the deficit in the income 
account together with reduced payments of official contributions and a slightly higher value of gold — 
production available for export, enlarged deficits on other non-merchandise transactions (with 
payments outpacing receipts) yielded a net rise of $5 million in the deficit on all "invisible" items 
from $344 million to $349 million in the first three months of 1962. The individual deficits on the 
income and travel accounts and miscellaneous current transactions added up to the $349 million total, 
as the balances on other items matched together. 


Net payments of interest and dividends amounting to $147 million were higher than in any first 
quarter before 1961. They represented 42 per cent of the non-merchandise deficit in the March quarter 
of 1962, which proportion was in line with that for the initial quarters of 1958 and 1959. The 
larger share of 49 per cent for the same period of 1961 was mainly due to lagging from the preceding 
fourth quarter of dividend payments by a number of Canadian subsidiaries to parents abroad, a 
temporary deviation from the usual pattern of remittances. The receipts of interest and dividends 
were down from $36 million to $33 million, with each of the components declining slightly. Interest 
payments, on the other hand, rose from $61 million to $67 million, with increased holdings accounting 


for about two-thirds of the gain and the decline in the foreign exchange rate of the Canadian dollar 
accounting for the rest. 


At $113 million, dividend payments in the three months of 1962, while lower than the total for 
the same quarter for 1961 for reasons referred to above, were higher than in any preceding first 
quarter. The drop in the current quarter under review was moderated in part by higher net profits of 
foreign branches in Canada and larger dividend payments on portfolio investment. 


wan ae 


With a gain in receipts on travel account from $38 million to $43 million and a rise in 
enditures abroad from $129 million to $141 million, net travel payments of $98 million represented 
28 per cent of the deficit on "invisibles'', which 
was at about the same level for other recent years. 


Income Account: Payments Most of the gain in expenditures abroad originated 
(millions of dollars) in a sharp rise in travel overseas by Canadians. 
: Net payments for freight and shipping services went 
ciod Total Interest Dividends up from $14 million to $17 million, following in- 
creases in receipts from $102 million to $109 
360 653 239 414 million and in payments from $116 million to $126 
961 770 259 511 million. The deficit on migrants' funds and 
) inheritances estimated at $19 million was slightly 
960 1G 145 54 91 higher in the opening quarter of 1962, with receipts 
ay 161 65 96 having risen from $19 million to $20 million and 
LET.O D7 NS} 104 payments from $35 million to $39 million. The 
IV Q 190 67 123 slight advance in the value of gold production 
available for export from $41 million to $42 
961 I Q 204 61 143 million was due to the change in the foreign ex- 
<Q 174 68 106 change rate for the Canadian dollar. 
III Q 170 58 112 
IV Q ee ne 150 At $104 million, net payments for 
miscellaneous current transactions, which accounted 
962 P.O 180 67 Lis for about 30 per cent of the deficit on non- 


merchandise transactions, were $21 million higher 
than that for the first quarter of 1961. Receipts 

r this group slipped down from $103 million to $100 million on account of offsetting factors such as 
wer expenditures for United States defence facilities in Canada and receipts of interest on export 
edit financing and of special compensation for contract cancellation. Such factors as the continuing 
se in production and the higher Canadian dollar cost of services contributed to a substantial growth 
-net payments for business services. 


} 

ansactions by Areas 
) For about a year now comparisons of corresponding quarters have tended to show improvements 
_the current account balances with the United States, the United Kingdom and Other Countries. This 
elioration was extended in the first quarter of 1962 with the United States, but the surpluses were 
t in transactions with the overseas countries. 


Quarterly Current Account Balances As changes in the deficit in non-merchandise 
i (millions of dollars) transactions with each of the three areas were 
slight, variations in the trade balances paralleled 
at 0 TBO> tir 2Vvo0 those of the current account balances. The deficit 
on merchandise trade with the United States 
ited States narrowed $57 million, or nearly 28 per cent, from 
$206 million to $149 million, while the trade 
1960 -343 -449 -165 -404 surplus with the United Kingdom declined $28 million, 
1961 -431 -434 -150 -371 or 32 per cent, from $88 million to $60 million, 
1962 -373 and that with Other Countries fell $49 million, or 
39 1/2 per cent, from $124 million to $75 million. 
ited Kingdom Within this group of countries, the trade surplus 
in the first quarter of 1961 with the Rest of the 
1960 +28 +12 +48 +78 Sterling Area ($35 million) and with the other 
1961 , +37 +24 +42 +79 OECD countries ($68 million) contracted by about 
1962 +7 one-half and two-thirds, respectively, one year 
later, while the surplus of $21 million with the 
her Countries remaining countries nearly doubled. 
1960 -11 -40 -10 +13 With the quickening of business activity in 
1961 . +56 +95 =f ll +20 the United States, merchandise exports to the 
1962... +.3 country expanded $184 million, or 27 per cent, 


from $677 million to $861 million in the first 
quarter of 1962. This substantial growth in ship- 
mts was distributed among many groups of commodities, comprising wood, wood products and paper; 
on, non-ferrous metals and products; petroleum and natural gas; and miscellaneous commodities, which 


tree 


included a number of Canadian-designed air transports. At the same time, imports from the United 
States increased $127 million, or 14 1/2 per cent, from $883 million to $1,010 million. The deficit 
on non-merchandise transactions was almost identical at $225 million and $224 million, respectively, 
in the March quarters of 1961 and 1962. The unchanged totals, however, included a decline in dividen 
payments of about $25 million, offset by lower receipts on government account and larger business 


service payments. 


Summary of Current Transactions with the 
United States, United Kingdom and Other Countries, 


First Quarter 1961 and 1962, and Change between the Periods 
(millions of dollars) 


All Countries United States 
1961 1962 Change 1961 1962 Change 


Merchandise exports (adjusted) 1,266 1,404 + 138 677 861 + 184 
Merchandise imports (adjusted) 1,260 i Guiles + 158 883 POLO + 127 
Balance on merchandise trade + 6 - 14 =O - 206 - 149 + 57 
Other current receipts 339 347 Press 240 250 +a Ld 
Other current payments 683 696 +) ES 465 474 Ane 
Balance on non-merchandise transactions - 344 - 349 - 5 - 225 mn Oe + 1 
Current account balance - 338 - 363 = 25 - 431 - 373 + 58 
United Kingdom Countries 
1961 1962 Change 1961 1962 Change 


Merchandise exports (adjusted) 223 195 - 28 366 348 - 18 
Merchandise imports (adjusted) 135 135 - 242 273 + GP 
Balance on merchandise trade + 88 + 60 =) 28 + 124 Sy fe - 49 
Other current receipts 40 41 Sates 59 56 - 3 
Other current payments 91 94 oes 127 128 St 
Balance on non-merchandise transactions - 51 Tass amr i? - 68 o a2 - 4 
Current account balance + af oy 7 - 30 + 456 + 3 - 53 


In transactions with the United Kingdom, the current account surplus was reduced from $37 mill 
to $7 million as a result of a combination of developments. Merchandise exports declined $28 million 
$195 million in the three months of 1962, imports were steady at $135 million, and the non-merchandise 
deficit increased slightly to $53 million. While exports of some other groups of commodities were 
also lower, the bulk of the reduction in exports appeared to have been concentrated in wood, wood 
products and paper; iron and products; and non-ferrous metals and products. Among the "invisible" 


means: pent payments were smaller while expenditures by Canadian travellers in the United Kingdom 
were higher. : 


Increases were indicated in merchandise imports from the Rest of the Sterling Area, the other 
OECD, and the remaining countries, while merchandise exports declined to the first two areas but 
increased to the other countries. The degree of change in exports and imports was greater for the 
other OECD countries. Exports of non-ferrous metals and products to the whole group of these countri 


declined sharply, while shipments of wheat to Communist China were substantially higher in the first 
quarter of 1962. 


(pital Movements 


The summary statement on this page illustrates clearly the principal features of Canada's 
flance of payments in the first quarter of the current year - the persistence of a substantial deficit 
. current account, and the virtual cessation of any net capital inflow on balance in either long or 
{ort term forms apart from changes in official holdings of gold and foreign exchange. 


1961 1962 

I Q IV Q 1 (0) As may be inferred from the 

(millions of dollars) monthly changes in these 
holdings through the quarter, 
lance on goods and services - 338 -272 - 363 there were at times substan- 
(pital movements in long term forms +147 ap es) ie te! tial changes in private 
(pital movements in short term forms(1) +296 +308 = 9 exchange positions but over 
the period as a whole these 
fange in official holdings of gold and largely cancelled out, 
foreign exchange(2) -105 -135 +364 leaving the underlying 
factor of the deficit from 
) Excluding change in official holdings transactions in goods and 

of gold and foreign exchange services. 
1) Increase (-) 
DIRECT INVESTMENT The net inflow of foreign capital for direct investment in foreign- 


controlled enterprises in Canada continued at about the general level of 
e last half of 1961. The estimate of $75 million for the first quarter of the current year compares 
4th $75 million in the third quarter of 1961 and $85 million in the fourth. These rates of inflow 
wre below those prevailing since the first half of 1952. 


Although the net movement has been relatively unchanged, its character has varied substantially. 


dc. having no counterpart in current new capital formation in Canada, other direct investment inflows 
11 in the first quarter to about half the level of the fourth quarter of 1961. 


Industrially net inflows to the petroleum, natural gas, and mining industries represented a 
‘latively smaller proportion of the total than recently, accounting for perhaps half. Inflows to 
mufacturing were larger than for some quarters past, both absolutely and relatively, but the 
crease reflected entirely special factors such as takeovers and refinancing. 


| Geographically the United States assumed greater importance as a source of foreign direct 
Hvestment capital than was the case through 1961, accounting for about seven tenths of the net move- 
unt. Somewhat less than half of the remainder came from the United Kingdom. 


| The net outflow of Canadian capital for direct investment abroad is tentatively estimated at 


35 million. This compares with $20 million in the fourth quarter. The movements were widely spread 
ft industry and by destination. 


SECURITY TRANSACTIONS During the first quarter of 1962 all transactions between Canada and 
other countries in portfolio securities led to a net capital outflow 
¢ $66 million. This followed an outflow of $5 million in the fourth quarter of 1961, and compared 
|. an inflow of $65 million in the first quarter of that year. 


Repurchases of outstanding Canadian bonds, debentures, etc. and of stocks both occurred on a 
a scale during the quarter. Net sales of outstanding Canadian equities to residents of the 
Uited States continued but at a lower rate than in recent quarters, as did net repurchases from 

ae neas countries. The repurchase balance from trade in outstanding Canadian bonds, debentures, etc. 
Welected modest sales to overseas countries and repurchases from the United States, with on balance, 
call sales of government issues and repurchases of corporate issues. The balance from trade in all 
¢tstanding Canadian issues moved from net sales of $10 million in January to net repurchases of $13 
tllion in March. 


Receipts from the sale to non-residents of new issues of Canadian securities fell sharply, 


dounting to only $32 million, mainly in the form of participation by non-residents in new issues 
mrketed in Canada. Retirements of non-resident-owned Canadian securities contined to be large at 
$1 million, mainly arising from contractual maturities. 


a 


Net acquisitions of foreign securities by 


Net Sales of Outstanding Canadian Stocks ; 
: residents of Canada totalled $27 million in the quarter. 


to Non-residents 


(millions of dollars) An important factor in the total were purchases of stock 
of United States and overseas countries which were 
United Other exceptionally large during March when new investment 
Quarter Total States Countries intermediaries became active. 
1960 I Q ys) 5 8 The gross turnover of securities between Canada 
EEO 24 IED 2 and other countries during the quarter was over $1,250 
EEL Oo 10 14 - 4 million which, however, included some transactions in 
IV Q 2 hs -11 medium or long term securities under purchase and resale 
agreements. This was of the same order as in the fourth 
1961 I Q 13 fat - 8 quarter of 1961 when new issues and retirements were a 
ESO 3 2. 45 -13 more important factor. The figures do not include sales 
ELE EO - 22 -22 to non-residents of securities of an original term of on 
IV Q - 5 32 -37 year or less, including treasury bills and commercial 
and finance paper; these are included in later items of 
1962 XO, - 7 ills -22 the capital account. 
OTHER CAPITAL MOVEMENTS Intergovernmental loans gave rise to a capital inflow of $3 million 


as India made a further repayment of principal under a special loan 
for the purchase of wheat and flour. Other Canadian aid abroad has been covered in the items "Offici 
Contributions" and in "Other Capital Movements" which includes credits extended through official and 
private agencies under Government guarantee. 


Change in Canadian dollar holdings Canadian dollar holdings of non-residents showed 
of foreigners a sharp decline in the first quarter, substantially 
(millions of dollars) reversing the capital inflow in this form in the fourth 
quarter. Non-residents increased their holdings of 
Treasury Deposits Canadian treasury bills but reduced their deposits and 
Quarter Total Bills etc. similar holdings by a greater amount. The United Kingd 
and other European countries accounted for about nine- 
1960 1) = 2 - 8 + 6 tenths of the outflow. 
ET; Ou w= 2 -10 8 
TLL. Qo t45 +27 +18 The capital inflow of $364 million arising from 
IVQ +79 +47 +32 reductions in official holdings of gold and foreign 
exchange has already been referred to. Official holding 
1961 TS Open ae'S +32 -37 of gold and United States dollars were reduced, in terms 
Il Qee 2d2 -76 +4 of United States currency, by $347 million, having a 
Lotter © - 1 -34 +33 Canadian dollar value of $363 million. Official holding 
IVQ_ +44 +18 +26 of sterling are generally limited to working balances, 
and the further inflow of about $1 million reflected a 
1962 TO tape Si 1d. -48 minor change in them. 
Official Holdings of One type of capital movement that analysts may 
Gold and United States dollars wish to relate directly to the change in official holdi 
(millions of United States dollars) of gold and foreign exchange is the change in Canada's 
net International Monetary Fund position, a measure of 
Change the resources which Canada has provided to that in- 
End of Amount in Period stitution. Expressed in United States funds, for 
comparability with the series covering official holdings 
1961 IQ 1,935 +106 of gold and United States dollars, this position fell by 
TT:Q 1,985 + 50 $1 million in the first quarter of 1961, rose by $10 
III Q 1,924 - 61 million and $50 million in the second and third quarter 
IV Q 2,056 =i LEY respectively (reflecting IMF transactions with Australi 
and with the United Kingdom), and fell by $10 million i 
1962 LQ 1,709 -347 March of 1962 as Australia repaid its drawing of Canadi 
oes dollars from the Fund. The effect of this special 
Jan 1,922 -134 financing transaction was to decrease the reduction in 
Feb 1,747 -175 official holdings of gold and United States dollars whi 


Mar 1,709 - 38 would otherwise have been recorded in March. 


Composition of "Other Capital Movements" 


(millions of dollars) 


1960 196) _- 1961 1962 
Transactions with all countries Year Year First Second Third Fourth First 


Quarter Quarter Quarter Quarter Quarter 


International Financial Agencies(1) 


Canadian dollar subscriptions - 10 - 17 = - 9 ~ - 8 - 22 
Short-term Canadian dollar holdings 5 - 43 2 - - 52 7 33 
| Other long-term capital transactions 58 - 17 - 1 - 27 - tl 12 AMG 


| Bank balances and other short-term funds 
abroad (excluding official reserves) - 61 154 128 54 -140 LZ 48 


} Borrowings from non-residents by finance 
companies, and non-resident holdings of 
commercial paper (1961) only 65 108 FA on - 1 17 28 


All other transactions including changes 
| in loans and accounts receivable and 
payable(2) Dee 439 100 158 45 136 - 59 


TOTAL (Item D 17) 269 624 300 L197 -149 276 49 


| (1) International Bank for Reconstruction and Development, International Monetary Fund, and 
International Development Association. 


1 (2) Includes also balancing item representing difference between direct measurements of current 
and capital accounts. 


| NOTES: The figures in this statement are based on incomplete data, and make use in some cases of 
statistics compiled in other countries. The items are therefore subject to greater possible 
error than others in the balance of payments statement. 


A minus sign indicates an outflow of capital from Canada. 


The composition of the final category found in statements of the Canadian balance of payments, 
"Other capital movements", is shown on this page. It reflects, in Canadian dollar terms, the 
| transactions affecting Canada's net IMF position discussed in the preceding paragraph, as well as 
Canadian dollar quota payments and subscriptions to the international financial agencies. At times 
| these have been occasioned by changes in capital structure, and at times they have arisen from 
variations in the exchange value of the Canadian dollar necessitating adjustment payments to maintain 
_the gold value of the capital. 


4 Other long-term capital transactions leading to a net capital import of $21 million reflected 
‘mainly net Canadian borrowing in the form of bank and other loans. Private and banking holdings of 
foreign exchange of Canadians, apart from official holdings, were reduced by an inflow of $48 million; 
this is a relatively small change in relation to the holdings themselves which exceeded $1 billion at 
the end of the period. Borrowings from non-residents by finance companies and non-resident holdings 
,of commercial paper together produced about $28 million of capital in the quarter. 


While each of these groups of transactions led to inflows, the category '"'all other trans- 
-actions including changes in loans and accounts receivable and payable" showed an outflow for the 
first time since the first quarter of 1960 (when, however, the circumstances were quite different as 
the capital inflow in long-term forms at that time exceeded the current account deficit). The item 
includes in addition to commercial and financial balances some extension of short-term credits under 
guarantee. A substantial cheque float arising from capital transactions contributed to the inflow 
recorded in the fourth quarter of 1961 and the outflow in the succeeding quarter. As in the case of 
_private and banking holdings of foreign exchange by Canadians, th~ changes in short-term receivables 
and payables in the first quarter were only marginal in relation to the amounts outstanding. 


} 


| 
| 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1961-62 are preliminary and 


1960 
I EAE LE IV 
A Current Receipts 
1 Merchandise exports (adjusted) ........cccccceeesceeteeseeeeceeeeeees 1281 1g321 1,398 1,392 
a Gold production available for EXPOMrt ............ eset eereeeeeee 44 35 42 41 
4 Piawel CxpenUieeS wc. liiscsiesiche act ene eevee ager 36 91 221 72 
5 Witerene and GLVHUGHGS yee cci ccc cic ieasecosscoenieas eros 34 39 35 65 
6 Preeene Ane SHIDDINE tc. kt mr hecer accent uc beeen 102 aS 118 107 
7 inheritances and immigrants’ fundS .<...s.3--issuea ore 18 29 snl 24 
re Mbbvab hen -CUITeNt ECCOLUES | onc 8. civ.setedyasssesnex Besse overs: 100 107 111 101 
12 otal. Curent Receloes, occu ae howe es Lob Lae 1,956 1,802 
B Current Payments 
1 Merchandise imports (adjusted) .............cccccessccssccsseseessessnees 1324 1505 1316 1,392 
4 RAVE CTU THEO sc Ord ee ote i a 119 168 213 E2g 
5 WELERGSL BC Gl VAMC Sooo ccgsinsoe neers acer orca cdean cate 145 161 157 190 
6 Pretonr asic SUM OUe sis eee eee =. ens ee cnc en name reteer 114 Sy 141 141 
7 Inheritances and emigrants’ fUNdS ...........0.ccccccessecenoseseecoens 38 43 50 50 
9 CHL CL als Cont rib LOliSes eat pansy Pasian oe eines serach 10 10 17 24 
11 AU octer CUIMENt Day MVC NES tv 5.5.6 sotseo es wend euacenteesectn 191 187 189 191 
112 Total Current PAayMent ...........¢-..c6.e00cc0csceeecceeovcenetee veveaneese Loa Zeca 2,083 2s 
Balance on Merchandise Trade .....c:...cccsccssusenoesnncacsenecereoteres - 43 - 187 + 82 - 
Balance on Other Transactions, excluding B 9... - 273 - 280 - 192 - 289 
Otficial Comtrt buthamse oie het nse deseo, seca - 10 - 10 = |7 - 24 
c Current Accoun@Balancés.. Wt eeck..oe See ee - 326 - 477 = 27 - 313 
D Capital Account 
Direct Investment 
1 Direaot-investment inCanadeie+ 002 .ccehe een ee sume 2) + 144 + 168 + [se 
2 rest linea stment ADIGA 0 e3sco uc cassettes dae = ee ees. | - 16 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................. pape &) get - 19 - 22 
3b Trade in outstanding common and preference stocks...... nae el Mes sm ee oe MS) + 2 
4 i CEE ae ee . “Serna = aenaumemiee oF tro a eyes) + 146 + 52 “+ AU 
5 SES SECT CUS 1 ic ae, el TENET A ees RE one ip Colo weal - 78 eee. -,..93 
Foreign Securities 
6 PPA ily OULSTAMU EN IS SUCS scceic.cicdsssct Xdkcdssesdenstaaneceences ee P27) = 5 - Te? = 24 
7 New issaes... ves Seas thie. ieee, Me ae = 2 - 3 - 2 - ill 
8 Pletiremenrenn. 1h. Wien Srey! er ad Be a HS 2 sat) Bd, 2 
Loans by Government of Canada 
9 DEAWINE'S Ser merece eee a ee eee eT 7 ct rs ‘a 
10,11 Repayitent Sree, mt. eee ee eee ee = a ee | = + 723 
13 Subscriptions in gold and U.S. dollars to international 
BRED ACTOR ten lea iy ls ee, Rae - = - 1 - 2 
14 Change in Canadian dollar holdings of foreigners.............. 3 Z - 2 + 45 + 79 
16 Change in official holdings of gold and foreign 
BXCHAN RE (UNGCTOEAGE MINIS) cscs cnceveosses are caus tee aces <i 82 - 40 = 1G 
17 CUBR eRDita) move m en bE oi aacsiedel on adedeiccmeeeeee.eok 5.206 + 169 - 34 + 200 
E Net Capital Movement ................ ee ee eee eee +326 + 477 hiLae + 343 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of 
B 1) ‘‘The Canadian Balance of International Payments’’. of these adjustments are shown in the’ annuel teparaaay 


A 11) This item includes government 


transactions n.o.p., personal and 3 
ieee ae D., D nd institutional remittances, miscellaneous income, insurance trans 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1960 are subject to revision. 


: Four 
1961 1962 Annual Totals quarters ie 
it II Tit IV ended 
is it 1959 ies 1961 Mane 31/62| 
(millions of dollars) 
A 
1,266 1,447 dest) 5)7 ee Ge) 1,404 58150 Dae 5,889 6027 1 
41 42 41 38 42 148 GZ 162 163 3 
38 101 254 80 43 391 420 473 478 4 
36 59 40 74 33 182 ily/s} 209 206 5 
102 A0) 135 129 109 420 442 486 493 6 
19 28 31 25 20 109 102 103 104 ql 
103 103 99 98 100 392 419 403 400 li 
1,605 1,900 2157 2,063 alee rds Gy io2 7210 125 VhAcosy All ie 
| B 
| 1,260 1,478 L419 15D 9 1,418 Deke 53,940 Siw Xs 5,074 1 
129 170 214 120 141 598 627 633 645 4 
204 174 170 PRD 180 671 658 770 746 5 
116 142 ilsy lt 159 126 25) 533 568 Sy Ke! 6 
3)5 43 49 47 39 165 181 174 178 7 
its} 8 105) 20 6 TP 61 56 49 9 
186 200 196 208 204 693 758 790 808 151 
1,943 Zico) 2,214 2530) Zak Ltt 8,296 3. 5S) 8,707 8,878 12 
| ee a ot + 138 + 60 Prete Peo) a 146 +173 40153 
P= 331 - 276 - 180 = Sibp - 343 -1,010 -1,034 -1,099 -1,111 
mM 13 - 8 - 15 - 20 - 6 = f2 - 61 - 56 - 49 
- 338 - 315 ees 7 aro 72 e363 =1,504e 14203 2982. 2 .=i007 Wc 
D 
+ 120 + 140 + 75 + 85 + 75 + 550 + 645 + 420 + 375 1 
- 40 - 35 - 15 - 20 =) 25 - 80 - 85 - 110 - 95 
+ 31 + 34 - 12 + 10 = 3 + 91 + 3 + 63 + 29 3a 
+ 13 + 32 - - 5} - 7 + 110 + 49 + 40 eZ) 3b 
+ 90 + 171 + 127 + 104 Poe 32 + 707 + 447 + 492 a Ae 4 
- 69 = 93 - 29 - 101 - 61 - 258 = 255 - 292 - 284 5 
| + 3 = 2 - 10 - 31 yews =) 20 = 5) - 39 6 
j = 5 - 18 - 6 - 5} - il - 13 - 18 - 34 =) 30 7 
+ 2 22 3 2 5 + 12 18 3 = me le 8 
3 ra 2 07 i 34 ioe + 38 + 38 10,11 
A m 4 : s ae 59 ees = - 13 
- ee iP - 1 + 44 - 37 13 + 120 - 34 - 66 14 
= 105 - 51 + 62 - 135 + 364 + 70 + 39 - 229 + 240 16 
+ 300 + 197 - 149 + 276 + 49 + 360 + 269 + 624 25 B/S 17 
i+ 338 + 315 + 57 + 272 + 363 +1 ,504 +1 ,243 + 982 +1,007 E 
‘NOTES: 


D A minus sign indicates an outflow of capital from Canada. 
-D1,2 Exclusive of undistributed profits. 


'D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 


oe Ore 


Exchange rate 


United States Dollar in Canada 
(Canadian cents) 


Period High Low Closs 
1961 5618, 99.69 98.25 98.91 
ian OSis55 98.59 103.50 

Itz Q 104.00 103.00 103.00 

LVAO™ (104537 103.00 104.34 

1962 moO, 105.03 104.34 105.00 
Jan. 104.69 104.34 104.69 

Feb. 105.03 104.72 LO5203) 


Mar. 105.03 104.75 105.00 


Noon 


Average 


abe) 
42 


Quotations for the United 
States dollar reported on trans- 
actions between banks in the 
Canadian exchange market are given 
in the accompanying statement. 
In the first quarter of 1962 rates 
for the United States dollar were 
maintained within a narrow range. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1962 


Many important developments related to the balance of payments occurred in the second quarter 
of 1962 following changes in the first quarter when the official reserves of gold and foreign exchange 
declined $364 million as a result of a current deficit of $353 million and net capital outflows of $11 
million. Further declines in reserves occurred in April and early May. On May 2nd the Minister of 
Finance announced that the international exchange value of the Canadian dollar was being stabilized at 
92 1/2 cents in terms of United States currency. In June the situation became more critical with 
further large declines in reserves, and on June 24th the Prime Minister announced that a comprehensive 
programme had become necessary to relieve the pressure on the Canadian dollar in the exchange field, 
to bring about a greater stabilization in Canada's international transactions, and to strengthen the 
exchange reserves. A further description of these official measures appears later in this publication 
along with the usual analysis of balance of payments changes. 


The shape of the balance of payments in the second quarter was an enlargement in the current 
account deficit to $377 million and a sharp rise to $216 million in the net outflow of capital before 
changes in official reserves. The official exchange holdings accordingly fell much more than in the 
first quarter until the announcement by the Prime Minister and the subsequent special international 
financial assistance received. When this special borrowing in the quarter with a Canadian dollar 
ralue of $707 million is taken into account there was an increase of $114 million in the official 
‘eserves in the quarter. 


Summary Statement 1961 1962 
I Q ris O BET JO IV Q TO ET 1Q 
(millions of dollars) 


lerchandise trade balance + 6 = 3) + 138 + 60 - S - 44 
veficit on non-merchandise transactions - 344 - 284 - 195 - 332 - 348 - 333 


urrent account deficit - 338 “315 inf ie erhee - 353 - 377 
apital movements (1) + 443 + 366 ue + 407 - il - 216 
pecial international financial assistance - - - - - +5707 
hange in official holdings of gold and 
foreign exchange(2) - 105 “i ¢o1 + 62 =4 135 + 364 - 114 
1) Excluding change in official holdings of gold and foreign exchange and apecioy international 
financial assistance. ut 7g 
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The increase in the current account deficit in the second quarter over the previous year was 
chiefly from a further widening in the imbalance from non-merchandise transactions due mainly to larger 
payments to non-residents of interest and dividends and for business and other services. On merchandis 
account there was a small increase in the import balance with both exports and imports of merchandise 
rising to new peak values. Demands from the United States for exports were particularly strong in this 
period, and there were also increases over the previous year in shipments to the United Kingdom and 


the OECD nations. 


Much greater changes occurred on capital account with the rapid expansion in the net outward 
movement to $216 million which was made up of net outflows in long-term forms of $48 million and in 
short-term forms of $168 million. This contrasts with the predominant inflows on long-term account 
characteristic of a prolonged period before this year. In the June quarter there was a contraction in 
net inflows for direct investment in Canada to the lowest levels for many years, combined with a 
variety of outflows through portfolio security transactions and various short-term channels. 


Small balance on merchandise trade 


Canada's merchandise trade with other countries in the first half of 1962 moved up to 
unprecedentedly high levels both for exports and imports with rising trends continuing into the second 
quarter. Some of the rises in the values of both sides of trade are a reflection of the change in the 
foreign exchange value of the Canadian dollar, but increases in volume were also substantial. As the 
increases in both exports and imports when adjusted for balance of payments purposes were of comparable 
magnitude there was only a relatively small balance on merchandise trade, an import balance of $49 
million in the half year which was about double the small balance in the same period of the previous 


year. 


The expansion in exports was due to a further rise in sales to the United States which increase 
by almost one-quarter. These exports have been at high levels since the latter half of last year and 
were still rising in the second quarter. The proportion of Canadian exports going to the United States 
at close to 60 per cent was the highest in several years. Although increases were widely distributed 
among commodities, a considerable part was contributed by the following: iron ore, petroleum and 
natural gas, nickel and other metals, wood pulp, lumber, and aircraft. The most outstanding decline 
in exports to the United States was in shipments of uranium. 


a alll ai 


Exports to overseas countries as a group, although still at high levels, were less than in the 
first half of last year because of a drop in the first quarter. Some of this drop occurred in exports — 
to OECD countries which, however, rose again in the second quarter. Other reductions occurred in 
exports to Eastern Europe and Cuba and to some Commonwealth countries. On the other hand exports of 
grain to Communist China were substantially higher as this movement only became heavy in the second 
quarter of last year and exports to such leading markets as the United Kingdom and Japan continued at 
high levels, although totals were less than last year and shifts occurred in the composition of trade. 
With the United Kingdom larger exports of grains and aluminum partly offset drops in various industrial © 
materials. 


In the case of imports, too, the largest part of the rise has been in Canadian trade with the 
United States, although imports have also been higher from many overseas sources as well. In the six 
months the rate of increase of some 12 per cent in the value from all countries is slightly greater 
than the increase in exports to all countries. It would appear that a large part of the increase in 
imports, possibly one-half, originated in higher average prices which chiefly reflected the higher 
Canadian dollar costs of foreign exchange. The rise in imports as in exports continued in the second 
quarter. 


Increases in imports have been widely distributed among commodities and include machinery and 
industrial equipment, industrial materials and many consumer goods. In the early part of the year for 
which full details are available increases over the previous year were considerable in such commodity 
items as those including business and industrial machinery, automobiles and automobile parts, electrical 
apparatus, textiles, grains, rubber and crude petroleum. Imports of military aircraft procured under 
special mutual defence arrangements which were a substantial total in the period have been excluded 
from the totals used in the Balance of Payments. 


— 


Deficit from services and other non-merchandise items 


At $333 million, the deficit from "invisible" transactions in the second quarter of 1962 was 
roughly 15 per cent higher than the level for the corresponding quarters of the two preceding years. 


AS ime 


he widening of the deficit was derived largely from accelerated transfers of the returns on non- 
resident investment in the form of interest, profits and dividends, royalties, rentals, etc., and 
arger payments for non-resident business services of other kinds. These have been induced by high 
levels of production, and higher cost of the purchases due to currency devaluation. Changes in the 
opposite direction occurred in balances from travel expenditures and migrants' funds between the June 
uarters of 1961 and 1962. A sizable increase in the spending of United States travellers in Canada, 
nartly offset by smaller gains in payments to the United States and overseas, accounted for the re- 
juction in the overall deficit on travel account, while larger per capita funds of immigrants in the 
quarter had the effect of cutting the deficit moderately. The largest increase was recorded in the 
{mcome account where a decline in receipts of interest and dividends from $59 million to $50 million 
sogether with a rise in the payments from $174 million to $206 million boosted the combined imbalance 
?rom $115 million to $156 million in the second quarter of 1962. 


Major Components of the Balance on Non-Merchandise In a comparison of the first half 


Transactions with All Countries year of 1961 and 1962, the expansion of $53 
(millions of dollars) million in the deficit on non-merchandise 
transactions from $628 million to $681 
First Half Year million was mainly concentrated in the 
1961 1962. Change income account and business services, and to 

| a lesser degree in freight and shipping 
‘old production available services. A reduction of $8 million in 
for export 83 85 + 2 official contributions from $21 million to 


‘ravel expenditures - 160 - 160 - $13 million, together with a rise in the 
nterest and dividends - 283 - 304 - 21 value of gold production available for export 
reight and shipping - 36 - 49 - 13 from $83 million to $85 million, provided 
nheritances and a partial offset to the increase in the 
_migrants' funds =e Sik Siahe SL - imbalance. The $21 million increase in the 
1l other current deficit on income account resulted from a 
' transactions - 201 - 222 a PAN decline of $14 million in receipts from $95 
alance on non- million to $81 million and a rise in pay- 
, merchandise transactions - 628 - 681 - 53 ments from $378 million to $385 million. 
| Lower receipts were mainly attributable to 
the absence in the first six months of 1962 
Income Account: Payments of unusually large receipts of dividends of 
(millions of dollars) one year earlier. A rise of more than 10 
t per cent in interest payments from $129 
eriod Total Interest Dividends million to $144 million was in part offset 
| by slightly reduced dividend remittances in 
1960 653 239 414 the half year. Dividends from direct in- 
1961 770 259 511 vestment were estimated to be about $20 
million below the level of the first half of 
1960 LE aQ 161 65 96 1961, but net profits of unincorporated 
. ust Q ler 53 104 branches were roughly $10 million higher and 
IV Q 190 67 123 dividends on portfolio investment were also 
moderately higher. While dividend payments 
1961 I Q 204 61 143 in the second quarter of 1962 were more 
ET EO 174 68 106 than one-fifth greater, they were not large 
Ler sO 170 58 112 enough to counterbalance the unusual con- 
IV Q 222 72 150 centration of dividend transfers by Canadian 
subsidiaries in the first quarter of 1961. 
1962 IQ 179 67 112 About three-fifths of the enlarged interest 
| IL,Q 206 77 129 payments was attributable to net new issues 


of Canadian securities and the remainder to 
the exchange devaluation. 

In association with the growth in merchandise trade, both receipts and payments for freight 

ad shipping services were higher in the half year 1962. But a larger rise in payments from $258 

\llion to $283 million than in receipts from $222 million to $234 million contributed to a widening 

r $13 million of the deficit on this account. In the two periods under reference, the deficits 

‘ising from travel expenditures and from migrants' funds and inheritances remained steady, respectively, 

: $160 million and $31 million, as receipts and payments gained equally for the two types of trans- 

:tions. At $30 million, the increase in receipts and payments for travel expenditures was sub- 

‘antially larger than the modest addition of $4 million to migrants' funds and remittances. 


As seen in the accompanying summary, the rise of $28 million in the half year in the spending 
in Canada by United States travellers far outweighed that of travel receipts from overseas, while the 
increases in expenditures for travel by Canadians in the United States and elsewhere abroad were more 
comparable at $12 million and $18 million respectively. Accordingly, the deficit with the United 
States was reduced by about the same amount as the deficit with overseas countries increased. 


Travel Account Among "miscellaneous current transactions", 
(millions of dollars) changes in the deficits between the first halves of 
1961 and 1962 were small and on the whole offsetting 
First Half Year on government account, excluding official con- 
1960 1961 1962 tributions, personal and institutional remittances 
and miscellaneous income. Under the unusual con- 
United States: ditions of the period, an increase of a much greater 
Receipts 106 119 147 magnitude is estimated in net payments for business 
Payments 222 218 230 services. 
Balance ~JLIGsae-P'998! so483 
Notwithstanding the above-mentioned shifts, 
Overseas: the proportionate contribution to the unfavourable 
Receipts Zu 20 22 balance on non-merchandise transactions remained 
Payments 65 81 99 materially unchanged for the principal items. Net 
Balance ~fe hee are Gl.  Be04 77 payments of interest and dividends represented about 
44 1/2 per cent of the "invisible" deficit in the 
All Countries: first six months of 1962, as compared with 45 per 
Balance - 160 - 160 ~- 160 cent in the same period one year earlier. Travel 


expenditures accounted for 25 1/2 per cent and 

23 1/2 per cent of the deficit, while "miscellaneous 
current transactions" represented 29 per cent and 31 per cent, respectively, in the first half year of 
1961 and 1962. 


Transactions by areas 


The 20 per cent rise in Canada's current account deficit in the second quarter of 1962 was 
concentrated in transactions with the Other Countries group, which recorded a reduction of $75 million 
in the surplus from $95 million to $20 million. Since about one-quarter of this deterioration was 
attributable to transactions with the rest of the Sterling Area and as the balance on current account 
with the OECD countries improved moderately, most of the $75 million decline in surplus took place in 
transactions (largely merchandise trade) with the remaining countries in the group. There was a rise 
in the current deficit with the United States from $434 million to $441 million. An improvement in 
the merchandise trade deficit with the United States through a larger increase in merchandise exports 
than in imports was overtopped by a fairly sizable rise in the deficit on "invisibles''. In trans- 
actions with the United Kingdom, an increase of $20 million in the current account surplus occurred, 
from $24 million to $44 million, mainly through a gain in Canadian exports. 


In a comparison of the first halves of 1961 and 1962, the increase of $77 million in the 
current account deficit with the outside world was likewise centred in transactions with Other 
Countries. The surplus of approximately $150 million with this group was seven-eights erased in the 
first six months of 1962, but the deficit with the United States was narrowed by about $70 million. 
This favourable turn in the balance with the United States was derived from a substantial positive 
change in the merchandise trade balance, offset by an increase, about one-fourth as large, in the 
"invisible" deficit. Merchandise exports (adjusted for balance of payments use) gained nearly 25 per 
cent from $1,447 million to $1,803 million, as compared with a 14 per cent rise in imports (adjusted 
for balance of payments purposes) from $1,873 million to $2,135 million; and the deficit on merchandise 
trade declined from $426 million to $332 million. As a result of these changes the proportion of 
Canadian exports going to the United States mounted from about 53 per cent to nearly 60 per cent, 
while imports from the United States represented nearly 70 per cent of total imports in the first half 
of 1962 and roughly 68 1/2 per cent in the same period of 1961. Shipments of petroleum, iron ore 
and nickel gained more than $50 million, $40 million and $30 million, respectively. Increases of 
between $20 million and $30 million occurred in exports of each of the following commodities: lumber, 
wood pulp, and aircraft. Larger net payments of interest and dividends and for business services 
and a reduced surplus on government transactions, which were in part offset by a decline in the 


deficit on travel account, contributed to enlarging the deficit on non-merchandise transactions from 
$439 million to $462 million. 


Quarterly Current Account Balances 
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In the exchange of goods and 
services with the United Kingdom, changes 
between the first six months of 1961 and 
1962 were moderate. A decline in merchandise 
exports from $440 million to $430 million 
together with a rise in imports from $293 
million to $296 million and in the deficit 
on “invisibles'" from $86 million to $89 
million combined to reduce Canada's current 
account surplus with the United Kingdom from 
$61 million to $45 million. 


More than one-half of the fall in 
surplus on current account with Other 
Countries from $151 million to $19 million 
originated in transactions with the Rest of 
the Sterling Area and the OECD countries, 
with the two groups contributing about 
equally to the change; and the remaining 
countries accounted for about 45 per cent. 
An amount of $105 million, or four-fifths 
of the $132 million decline in the surplus, 
lay in merchandise trade. The decline in 
exports to Other Countries from $826 million 


» $783 million was distributed fairly evenly among the constituent groups, while these contributed in 
re ratio of 1, 2 and 3 to the rise in imports from $572 million to $634 million in the first half of 
Exports of wheat to Mainland China expanded more than $40 million, but exports to the U.S.S.R. 
:clined almost $16 million, and nearly $10 million each to Czechoslovakia and Cuba. 


Summary of Current Transactions with the 
United States, United Kingdom and Other Countries, 1961 and 1962 


and Change between the Periods 
(millions of dollars) 


All 
1961 
Second Quarter 
Iirchandise exports (adjusted) 1,447 
Mrchandise imports (adjusted) 1,478 
‘lance on merchandise trade = Si 
her current receipts 453 
Cher current payments 737 
Elance on non-merchandise transactions - 284 
Crrent account balance - B15 
January to June 
(icchandise exports (adjusted) 2571s 
¢tchandise imports (adjusted) 2,738 
3ilance on merchandise trade 25 
Jrer current receipts 792 
Jer current payments 1,420 
-ance on non-merchandise transactions - 628 
‘rent account balance - 653 


Countries United States 
1962 Change 1961 1962 Change 
1,620 + 173 770 945 + 175 
1,664 + 186 990 1,141 + 151 
- 44 =9813 - 220 - 196 + 24 
483 + 30 297 335 + 38 
816 + 79 511 580 + 69 
- 333 - 49 - 214 - 245 = Ens! 
- 377 - 62 - 434 - 441 - 7 
3,016 + 303 1,447 1,803 + 356 
3,065 + 327 Uso Papy DS \S) + 262 
- 49 - 24 - 426 - B92 + 94 
830 + 38 537 590 + 53 
BUA 3s) ik + 91 976 1,052 + 76 
- 681 =an/53 - 439 - 462 - 23 
- 730 - 77 - 865 - 794 + 71 


Summary of Current Transactions with the ad 
United States, United Kingdom and Other Countries, 1961 and 1962 


and Change between the Periods - Continued 
(millions of dollars) } 


| 
United Kingdom —____Other Countries 
1961 1962 Change 1961 1962 Change 
Second Quarter 
Merchandise exports (adjusted) 217 236. 21 460 437 = wee 
Merchandise imports (adjusted) 158 160). +icc2 330 363 + 33 
Balance on merchandise trade + 5Gy aint 18 20% 19 s.t0) 1oOeer 74 - 56 q 
Other current receipts Da 5S )(F ao 101 90 = #Le , 
Other current payments 90 92 -gntale2 136 144 + 8 
Balance on non-merchandise transactions - 2944 gs Ce ee Oe 35 - 54 40119 
Current account balance + 24 + 44 + 20 + 95 + 20 * 73 
January to June 
Merchandise exports (adjusted) 440 430 - 10 826 783 - 43 
Merchandise imports (adjusted) 293 296 + 3 572 634 + 62 
Balance on merchandise trade + 147 + 134 - 13 + 254 + £4149 - 105 
Other current receipts 95 97 botiw 2 160 143 - %W 
Other current payments 181 186 «+ 5 263 203 + 10 
3 
Balance on non-merchandise transactions - 86—séi- 89 - et 10339=— 130 = 29 
Current account balance + 61 + 45 Sa 16 eee S|] eee 19 =" 132 


The foreign exchange situation 


Some of the balance of payments problems which Canada faced in the second quarter were not new. 
The persistent deficits on current account, varying with changing commodity trade conditions but based 
on an apparently intractable deficit from non-merchandise transactions, had exceeded the capital in- 
flow on long-term forms each year after 1956. By mid-1960 the accumulated current account balance 
since the end of World War II exceeded the corresponding capital movement in long-term forms; over the 
period Canada had begun to borrow "short". 


The completion of some extended capital projects, unused productive capacity, and uncertainties 


arising from policy changes at provincial and national levels added to the problems of the Canadian 
balance of payments. 


The remedial measures which had been taken to restore equilibrium failed to do so in the face 
of demands generated by rising economic activity. Capital movements in long-term forms continued to 
contract, and in the second quarter turned outwards. With growing uncertainty, outward private 
movements in short-term forms developed on a substantial scale. The pressure of a substantial net 
export of private capital from Canada combined with the current account deficit to exert heavy demands 
on official holdings of gold and foreign exchange. 


While a precise division of the capital movement is not possible, it is clear that the outflow 
of Canadian capital was an important element in the net movement in the second quarter. The growth 
of Canadian private holdings of foreign currency bank balances and similar short term funds abroad 
represented an outflow of $242 million, and Canadian direct and portfolio investment abroad added a o 
further $55 million to outflows. These items were greatly in excess of the net outflow of $216 e 
million of all types of capital, apart from official financing. But there are some types of movement a 
whose motivation cannot be clearly established, and the movement of Canadian funds abroad may include S 
Some amounts representing shifts in the working capital of foreign-controlled concerns in Canada. | 


Following six successive months of decline in Canada's official holdings of gold and United 
States dollars, from a peak of $2,110.6 million in terms of United States funds at the end of October 
1961 to $1,594.8 million at the end of April 1962, the Minister of Finance announced that effective 
May 3 the international exchange rate of the Canadian dollar was being stabilized at 92 1/2 cents in 
terms of United States currency. The new rate had been formally established with the concurrence of 
the International Monetary Fund and the Government of Canada undertook to maintain it within the 
normal margin of one per cent on either side. 


United States Dollar in Canada The reintroduction of a 
(Canadian cents) stabilized exchange rate ended the 
period of the "floating rate" 
Period High Low Close Noon Average which had prevailed since September 
1950. The Minister indicated that 
1961 LQ 99.69 98.25 98.91 98.99 while this system had had certain 
II Q 103.53 98.59 103.50 99.42 advantages the Government had 
LETQ 104.00 103.00 103.00 1OS221 concluded that it would be desirable 
IV Q 104.37 103.00 104.34 103.61 to give those engaged in inter- 
national transactions firm 
1962 rq 105.03 104.34 105.00 104.77 assurance of stability with regard 
TiO 109.00 104.87 108.19 O74 2 to the exchange rate. Canada had 
Apr. 105.00 104.87 105.00 104.98 been confronted for a decade with 
May 109.00 105.00 109.00 108.23 large deficits in its international 
June 109700" 107 3947" 108.19 108.79 trade and payments associated with 


excessive capital imports and 

consequent overvaluation of its 
currency. To meet this situation the Government had taken a series of steps designed to facilitate 
an orderly movement of the exchange rate to a level more in keeping with the country's balance of 
payments. Since June 1961, the exchange rate had been held within a narrow range. For some months 
during the autumn of 1961 the Government bought United States dollars on a large scale at about $1.03. 
During the winter months from January through April when the demand for foreign exchange exceeded the 
isupply the Government provided a substantial volume of United States dollars to the market at a price 
of about $1.05. The new rate, equivalent to about $1.08, had been established after assessment of the 
factors involved, including the attitudes in the foreign exchange market and the nature of the exchange 
transactions which had been taking place in recent months. 


| With the stabilization of the exchange rate, the decline in official holdings of gold and 
United States dollars abated temporarily and holdings were reported to be $1,492.8 million at the end 
of May. In June, however, the situation deteriorated rapidly and on June 24th the Prime Minister 
announced that a comprehensive programme had become necessary to relieve the pressure on the Canadian 
dollar in the exchange field, to bring about a greater stability in Canada's international trans- 
actions and to strengthen the exchange reserves. The deficit in the current account remained a 
continuing problem. Canada had become accustomed to large capital inflows from abroad, and the 
immediate difficulties had been precipitated by the drying-up of the net capital inflow, and more 
recently a net capital outflow. The excess of imports of goods and services over exports had been paid 
for out of reserves of gold and United States dollars. 


The measures introduced by the Government included temporary graduated surcharges ranging 
between 5 and 15 per cent on approximately one-half of all imports. There was also a temporary 
reduction in the amount of goods which Canadians travelling abroad were permitted to bring duty-free 
into Canada. These two measures were expected to lead to a significant improvement in the Canadian 


international account. 


The third course of action involved reductions in Government expenditures amounting to $250 
nillion, which, when combined with the import surcharges, were expected to narrow the budgetary 
jeficit by about $450 million in a full year. Further, the Minister of Finance would earmark for 
financing increases in the exchange reserves Canadian dollar cash balances equivalent to the sales of 
exchange from the reserves. 


| The Prime Minister stated that at the time of the introduction of these measures Canada's 
official holdings of gold and United States dollars stood at approximately $1,100 million. At the 
»eginning of 1962 they had been $2,056 million. To reinforce these reserves Canada had arranged for 
international financial support of well over one billion dollars in cash and stand-by credits from the 
{International Monetary Fund, the Federal Reserve System of the United States, the United Kingdom, and 
che Export-Import Bank in Washington. After drawing $650 million of these resources Canada's official 


ioldings of gold and foreign exchange at the mid-year were $1,809 million. 


ie 


4 
Capital Movements 


Summa 1961 1962 
I Q ibie” (6) eit, (0, IV Q EQ ETO 


(millions of dollars) 


Capital movements in long term forms + 147 + 213 + 144 +. 99 + 16 - 48 
Capital movements in short term forms(1l) + 296 + 153 - 149 + 308 aay 27 - 168 
Balance on goods and services - 338 eee I be) Senol - 272 =5309 - 377 
Total of above +105 + 51 s 62 +35 - 364 - 593 
Special international financial assistance - = cm = = +707 
Change in official holdings of gold and 
foreign exchange(2) - 105 - 51 +, 62 aei35 + 364 - 114 


(1) Excluding change in official holdings of gold and foreign exchange and special international 
financial assistance. 
(2) Increase (-). 


DIRECT INVESTMENT The net inflow of foreign capital for direct investment in foreign-controlled | 

enterprises in Canada is estimated to have fallen sharply from $85 million 

in the first quarter to $50 million in the second. This level was less than half the quarterly rate 

for 1961, and was the lowest since the first quarter of 1951. Apart, however, from transactions 

involving the acquisition of existing concerns or interests or refinancing etc., having no counterpart 

in current new capital formation in Canada, other direct investment inflows were larger in the second 

quarter than in the first. On balance the special transactions in the second quarter reflected the 

decision by some non-residents to liquidate investments in Canada, although there were also a number 

of acquisitions by non-residents influenced perhaps by the lower capital outlay required in foreign 

funds. 


Industrially inflows to the petroleum and natural gas industry appear to have been maintained 
at about the same total as in the first quarter, seasonal increases in the inflow to some companies 
in the second quarter having replaced some takeover inflows in the first. Mining received a much 
larger share of the inflow in both relative and absolute terms. Increased flows to finance iron ore 
expansion and development programmes in the second quarter were particularly important. There appear 
to have been outflows to manufacturing and other industries taken as a group, reflecting some re- 
financing as well as reductions in working capital some of which may arise from depreciation provision. 
These were in contrast to significant inflows in the first quarter when takeover transactions were 
important. 


Since the outflows were largely to the United States, overseas countries contributed a larger 
share of the net inflow than in the first quarter. The share of the United States is estimated to 
have fallen from about seven-tenths to somewhat more than a half the net movement. While the shares of 
the United Kingdom and other overseas countries in the movement rose, the inflow from this group of 
countries remained relatively unchanged in value. 


The net outflow of Canadian capital for direct investment abroad is placed at $20 million in 
the second quarter, down $5 million from the first. The movements, which were widely spread 


industrially and regionally, included the acquisition and disposition of a variety of interests as well 
as expansion. 


SECURITY TRANSACTIONS During the second quarter of 1962 all transactions in portfolio 
securities between Canada and other countries led to a net capital 
inflow of $29 million. However this figure included some $125 million of new corporate borrowing 
which was applied to the refinancing of direct investment and other capital transactions. After 
eliminating the effects of these rather special inflows, there was an outflow of $96 million in the 
second quarter compared with $61 million in the first and with an inflow of $148 million in the 
corresponding quarter of 1961. Official security transactions in connection with the reciprocal 


currency arrangements entered into between Canada, the United States, and the United Kingdom in June i 
are not included. 


Sales by Canadians of outstanding Canadian bonds exceeded repurchases by $4 million but there 
as a sharp change within the quarter. Net repurchases rose from $9 million in March to $23 million 
in April, but then swung rapidly to net sales of $18 million and $9 million in the two succeeding 
months. The yield differential between long-term government issues in Canada and the United States 
was relatively stable through the first four months of 
1962, ranging between 83 to 87 base points on the last 


‘Net Sales of Outstanding Canadian Stocks Wednesday of the month quotations for Canada 3 3/4/78 
to Non-residents and United States 3 1/4/83. It rose sharply to 106 base 
(millions of dollars) points by the last Wednesday in May and to 132 base points 
a month later thus reverting to the levels of early 1961. 
United Other 
quarter Total States Countries The small sales balance from trade in outstanding 
Canadian bonds and debentures during the quarter was 
1960 II 24 22 2 dwarfed by net repurchases of $46 million of outstanding 
a11 10 14 - 4 Canadian stocks. In both May and June repurchase 
IV 2 3 = tl balances set new monthly records for the post-war period. 
While residents of overseas countries had been liqui- 
| 1961 I 13 20 - 8 dating their holdings of Canadian stocks each quarter 
s01e 32 45 ct NS} since mid-1960, residents of the United States continued 
aii - oe - 22 to add to their holdings until the second quarter of 
IV = x 4 - 37 1962. In the two year period Canadians repurchased from 
residents of overseas countries some $159 million but 
1962 if =— / 15 - 22 sold to residents of the United States $158 million. 
II - 46 - 4 - 42 


Receipts of $167 million from the sale to non- 
residents of new issues of Canadian securities were at 
their highest level since the second quarter of 1961, but it has already been noted that they included 
some $125 million of special refinancing. Most of the total was made up of corporate issues which 
yroduced $154 million. Retirements of non-resident-owned Canadian securities continued to be large at 
‘61 million, mainly arising from contractual maturities. 


‘rice of United States Stocks in terms of Residents of Canada stepped up their acquisition 
Canadian Stocks of foreign securities during the second quarter. The 
(December 1961 = 100) first quarter purchase balance of $27 million reflected 
ear Month At Cdn. $1 = At market in part the development of new investment intermediaries. 
WizS 585.1. exchange In the second quarter the purchase balance rose further 
rate to $35 million. The largest part of the outflow in each 
960 December 103 97 quarter covered the purchase of outstanding foreign 
961 December 100 100 stocks, mainly of United States corporations. 
962 March 98 99 
June 94 98 The shifts by non-residents out of Canadian stocks 
and shifts by Canadians into United States stocks appear 
ased on "DBS Investors" and "Standard in part to have reflected a decline in stock prices which 
and Poor's 500" Indexes. was greater in the United States than in Canada. 
OFFICIAL TRANSACTIONS Regular instalments of principal fell due during the second quarter on 


intergovernmental loans to Belgium and the Netherlands, giving rise to 
capital inflow of $7 million. Other Canadian aid abroad has been covered in the items "Official 
ontributions" and in "Other Capital Movements" which includes credits extended through official and 
rivate agencies under Government guarantee. 


The special international financial assistance provided to Canada during the quarter amounted 
o $650 million in terms of United States dollars, or to about $707 million in Canadian funds. It was 
ade up both of a drawing from the International Monetary Fund of various foreign currencies equivalent 
° $300 million in United States funds, and of reciprocal currency arrangements entered into with the 
ederal Reserve System in the United States and with the Bank of England under which $250 million and 
100 million respectively in terms of United States funds were made available to Canada. A $400 million 


ine of credit provided by the Export-Import Bank of Washington has not been used. 


The drawing on the IMF was comprised of the equivalent of $100 million in pounds sterling, 
30 million in deutsche mark, $80 million in French francs, $20 million in Belgian francs, and $20 
‘Lllion in Netherlands guilders. 


Apart from these special drawings during the quarter there were repayments of Canadian dollars 
» the IMF by the United Kingdom equivalent to $40 million in United States funds. These credits are 
flected in "Other Capital Movements". 


| 
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INTERNATIONAL MONETARY FUND: CANADA'S POSITION | 
a 
- 


Net drawings Net drawings Net Sales of 
of foreign (-) of Canadian Canadian 
currencies dollars by dollars to 
by Canada other countries IMF for gold 


IMF holdings Canada's Canada's 
of Canadian Gross IMF Net IMF 
dollars(1) Position(2) Position(3) — 


(millions of United States dollars) 


1947 - - - 225 375 75 
1956 - - 15 - 210 390 90 
1959 = - - 397 703 4535 
1961 19 - - - 398 702 152 
II Q - - 10 - 388 712 162 

III Q - - 75 25 338 762 ZEz 

1962 I Q - 10 - 348 UD? 202 
1ZQ 300 40 - 688 412 - 138 


(1) Apart from the transactions shown, these holdings reflect mainly Canada's quota payments made in 
Canadian dollars. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, there have also been adjustment payments in Canadian dollars between the IMF and ~ 
Canada, arising from changes in the exchange rate, which are not reflected because the series are 
shown in United States dollar equivalents. 

(2) This is a measure of Canada's drawing potential - the amount Canada could draw without raising the ~ 
IMF's holdings of Canadian dollars beyond 200 per cent of quota. 

(3) This is a cumulative measure of the net resources provided by Canada to the IMF. 


The reciprocal currency arrangements entered into between the Bank of Canada and the Federal 
Reserve System and Bank of England are reflected in the Bank of Canada's balance sheet as an increase 
in holdings of United States dollar securities and a decline in its holdings of Government of Canada 
securities. The net holdings by the Bank of Canada of gold and United States dollars are included, 

together with gold, United States dollars and 
short-term securities of the United States 


Official Holdings of Government held by the Exchange Fund Account 
Gold and United States dollars and by other Government accounts, in reported J 
(millions of United States dollars) official holdings of gold and United States 
dollars. The offsetting liability arising from 
Change the arrangements is included in the balance of 
End_of Amount in Period payments for the current quarter in the item 
covering special international financial 
1961 18 (0, 1,935 + 106 assistance. 
EIQ 1,985 + 50 
LET OQ 1,924 - 61 After this extraordinary assistance 
IV Q 2,056 + 132 Canada's official holdings of gold and United 
States dollars rose during the quarter from 
1962 TQ 1,709 - 346 $1,709 million in United States funds to 
IG 1,809 + 99 $1,809 million. The Canadian dollar equivalent 
II Q* 1,159* - 551* of changes in official holdings of gold and 
foreign exchange was $114 million, while the 
1962 Apr. 1,595 - 115 Canadian dollar value of the special 
May 1,493 - 102 assistance made available in late June was 
June 1,809 + 316 $707 million. The indicated "net" exchange 
June* 1,159* - 334% deficit of $593 million in the second quarter 
followed one of $364 million in the first 
* Excludes special international financial quarter. 


assistance. 


ere he ee 


OTHER CAPITAL MOVEMENTS Canadian dollar holdings of non-residents rose by $34 million during 
the second quarter, having fallen by $31 million in the first. The 
surprising capital inflow in this type of capital movement in the second quarter reflected a sub- 
stantial increase in holdings by non-residents of 
Government of Canada treasury bills. Other 


Change in Canadian dollar holdings holdings in the form of deposits, etc., were 
of foreigners reduced. The build-up of foreign holdings of 
(millions of dollars) Canadian treasury bills occurred in the early 
part of the quarter with increases of $50 million 
Treasury Deposits and $17 million in April and May respectively, 
Quarter Total Bills etc. and a reduction of $17 million in June, although 
the yield differential in favour of Canadian 
1960 pad = ee - 10 +18 bills was much higher from the middle of May 
EEL + 45 + 27 + 18 onwards, both before and after the cost of 
IV +>F9 + 47 Sena. forward exchange protection, than was the case 
earlier. Residents of the United States increased 
1961 I aes ne 4 si3d their holdings of both treasury bills and deposits 
ed: - 72 - 76 + 4 in the second quarter, while residents of over- 
) pis - 1 - 34 +733 seas countries increased their holdings of 
IV + 44 + 18 am GAS treasury bills but reduced their deposits by a 
substantially greater amount. 
'1962 z - 31 = 17 - 48 
Il + 34 + 50 - 16 The striking capital export of $242 


million associated with increased private and 
banking holdings of foreign bank balances and 
similar short-term funds abroad during the second quarter brought total estimated holdings to almost 
$1,300 million. The movement in the second quarter involved an even larger increase in private 
/holdings which was partly offset by reductions in the net foreign currency positions of the Chartered 
‘Banks. While changes of these holdings of foreign exchange represent capital movements to be reflected 
in statements of the balance of payments, the existence of swap and other forward market facilities 
makes possible the creation or transfer of exchange positions between various sectors of the economy 
without reflection on the statements. 


Among other capital movements, the inflow of $41 million arising from repayments to the 
International Monetary Fund of Canadian dollars drawn by the United Kingdom has already been mentioned. 
Other long-term capital transactions gave rise to an outflow of $114 million, most of which represented 
‘repayments of bank loans which were financed from the sale to non-residents of a new corporate bond 
issue. There was a substantial amount of borrowing from non-residents by finance companies during 

the quarter, but repayments of commercial and finance paper were also larger, and the net inflow 

_ from this group of transactions was reduced to $7 million. All other capital transactions together 
led to a small outflow of $8 million in the second quarter, following one of $84 million in the 
preceding quarter. Substantial inflows are normally characteristic of this group of movements in the 
first half of the year. It includes a variety of increases and decreases in accounts receivable and 
payable, as well as the balancing item representing the difference between direct measurements of 

the current and capital accounts. 


A statement showing these capital movements appears on page 14. 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1961-62 are preliminary and 


1960 1961 | 
cae gi IV i | 
Current Receipts 
Merchandise exports (adjusted) o.....cccccccceccesescseeseseeeseseeneeees 1,321 1, 398 1,392 1,266 | 
Gold production available for EXDPOTt ........c ce sseecesseeeeeeneeees 39 42 41 poe ' 
TAVENPIDGGOIN CEL stn eno ied anki Sameer aos 91 eyed 72 38 | 
Thenese GU GLVIGONOS, deceit tac ce desea pane seagsfetens enh 39 35 65 36 
Brotant and: S01 pp lng. 2e ccc tite at heat --coaniesra bot Batiewrsy cn: 115 118 107 102 
Inheritances and immigrants’ funds ..........0..cccceceeeceeseeees 29 ar 24 19 
All other current receipts aacn.caoracd nes. beara nse. 107 TE 101 103 
Total Current Receipts .....0.0....ccccccccccccsesecscssscesssessceseeees L137 1,956 1,802 1,605 
Current Payments 
Merchandise imports (adjusted) .......ccsccccseessesseceestecseseseeeens 1,508 15316 1,392 1,260 
Travel expenditures ae. nee ea ee code 168 213 127 129 
MESreA andl VIG ONG See ies aka cutie canner Mewes 161 LS7 190 204 ‘ 
MpSiehit AULS MDE Getta Me cee chante Picsncccsacisvictanstceees 137 11 11 116 7 
Inheritances and emigrants’ fundS .0.....0...cccccecceecseesesesseeeees 43 50 50 Soe 
OfHctal Contr DUR S ics sakscccset ee nacre Peat enc ccren act cracies 10 aM 24 13 
All other Cuittent PHYMCHCS ..ccccc cc cscccsthtee accccsosaecs cscur ones 187 189 191 186 A 
Total Current Payment ........0.0.0.cccccccccccecececscetevecsteceneceeen Ay ely 2,083 Zap 1,943 Y 
¥ 
Balance on Merchandise Trade .........cccccccccsscssesecssecssesesesesereee - 187 Te OS ~ eres 
Balance on Other Transactions, excluding B 9 ............0.0.. - 280 - 192 — 289 aPso. “dl 
CUeletalne@ontributlons’ sa1..c- ce ee een eee tc cer nin - 10 - 17 - 24 = 13 
Current Account Balance ...........0....cccccseceseeesesseeseecsnecsneseseseeens - 477 - 127 - 313 - 338 fh 
Capital Account 
Direct Investment 
Direct investmentdn Canada & 21.8 sien liens SelAy + 168 aN SY 20 
Dicectinvestment abroad 2..4heeA ae ee. mee 25 Sys 29 weaG - 40 
Canadian Securities 
Trade in outstanding bonds and debentures .................... PLS - 19 mee due has 
Trade in outstanding common and preference stocks...... ey ta GO A: 2 Ems 
ING Wet SOU Bate, pera roe detec tris ede ns Saetarreniese Cancpensecoaseeeteed + 146 + 52 + 40 + 90 E 
BCOL IE CIMENUS toh corres tatraiG wrest etre Avietie cscs ccesacecieessl i saceuctle - 78 as 2 - 93 - 69 
Foreign Securities 
TYARG: Li OULSLANGING ISSUES: jcccce seh RON er hiercceoes ~ 5 + 2 - 24 © Ss 
Now issues 2 Ren Oe ON a ak, ane 3 ae” ga a) 
RELIT@M@ICS pee ocr ettsc rucaicankone Pics thscethctecertee tor roe — 5 - 7 - 2 = le. 
Loans by Government of Canada 
PEA WANG Sees cert oreo eee ed ae sar ione ack sen eerie stat ees = = = a 
FUSE SENS cece a ee BM Perec essea Sik sys Gude te He eas baa ay ~ es mee 
Subscriptions in gold and U.S. dollars to international 
Financial age CN CLES ei occccc iescesccssesen ectvehines sweaereceneaies Seevonr eee =~ - 1 = A = 
Change in Canadian dollar holdings of foreigners .............. - 2 pee AL oa A - 5 
Special international financial assistance ...............ceceeeeeeee - - = ae 
Change in official holdings of gold and foreign 
EXCHANGE CINCFEASEMUDUS) esos cocwascacycassecerusaaouravencewsemarte + 82 =~ 40 an hd = 105 
Other capital: MOvVeMentsS eax. .ccecessekennec snes ovcvesceamere sors wacees aesnens + 169 aes. + 200 + 300 
Net Capital Movements. 2:3 cidiiccss cusses runcancarenalaicesoem cates ae eA | gr Wag + 313 + 338 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
B1) ‘‘The Canadian Balance of International Payments’’. 


A 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance trans- 
B 11) actions, and business services. 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1960 are subject to revision. 


1962 Annual Totals Four quarter 
ended 


cng 10m IV c 2 1960 1961 June 30,1962 


1,447 W557 1,619 1,396 1,620 1 
42 Al 38 43 42 3 
101 254 80 43 126 4 
59 40 7h 31 50 5 
120 135 129 105 129 6 
28 BL 25 19 32 7 
103 99 98 106 104 1 
1,900 25157 2,063 gins Fg 2,103 12 
1,478 1,419 i355? Liev AON 1,664 1 
170 el, 120 Wl 188 4 
7 170 222 179 206 5 
42 151 159 126 157 6 
43 49 47 38 Ad 1 
8 15 20 6 7 9 
200 196 208 205 21s 11 
2,215 epawe Pa Oe) 2,096 2,480 12 
owl + 133 + 60 apth 5 net Ady 
276 = 160 =i 12 =43/2 2326 
8 15°) =) 20 Coe 87 
S15 = 157 £9272 - 353 377 =1,504 -1,243 & eer) 059 c 
D 
140 SU + 85 Taam, +7550 #550 + 645 + 420 + 295 1 
35 a5 a 20 a 25 =v 0 = 60 - 85 aato - 60 2 
3h, me Ue + 10 =s 3 + + 91 _ Py + 63 ay 3a 
32 - nites ce = ao eo) + LO + 10 - 58 3b 
fgal + 127 + 104 + 33 + 167 + 707 mw AA + 1492 + 136 4 
93 = 29 =O) S62 eel - 258 =¥253 E202 L7DeS 5 
= ~ 2 hyde x8) =e sk es i eee Pe) Oe eS =o70 6 
18 ae 6 Mt ae mae | a, Bes = 13 es qe ae ae LS 7 
+ 2 + 3 + 2) Sa 5 + 5 + 12 + 18 + 9 am ALS 8 
= = = = = = ais ae = i 9 
+ a =i +o 27 + 3 + 7 + 34 + 32 + 37 + 37 10,11 
| - - - - ~ - 59 - 3 - ~ 13 
= 72 ae I + 2d = 3 cys + 13 + 120 oe oe + £6 14 
| rE ca 2 -.) #707 af 2 ee te Oy ae 
\me 8651 + 62 935 + 364 rake avs + 70 + 39 = 229 * 177 16 
+ 198 mt 11,9 + 276 + 18 = Blo + 360 + 269 + 625 manic 17 
Wegi5 + 57+ 272 #353. * 377 +1,504 +1,243 +982 +1,059  |F 
NOTES: 


) =D A minus sign indicates an outflow of capital from Canada. 
| D1,2 Exclusive of undistributed profits. 


_ D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 


lion 


Composition of ‘Other Capital Movements!" 
(millions of dollars) 


1961 1962 
Transactions with all countries First Second Third Fourth First Second 
Quarter Quarter Quarter Quarter Quarter Quarte 
International Financial Agencies (1) 
Canadian dollar subscriptions - - 9 - - ©<6 - 22 - “1 
Short-term Canadian dollar holdings 2 - = Sy? 7 35 54 
Other long-term capital transactions - 1 - 27 - 1 2 14 - 114 
Bank balances and other short-term funds 
abroad (excluding official reserves) 128 54 - 140 112 49 - 242 
Borrowings from non-residents by finance 
companies, and non-resident holdings of 
commercial paper 71 24 = aL 17 28 7 
All other transactions including changes 
in loans and accounts receivable and 
payable (3) 100 159 45 136 - 84 - 25 
TOTAL (Item D 17) 300 198 - 149 276 18 - 316 


(1) International Bank for Reconstruction and Development, International Monetary Fund, and 
International Development Association. 

(2) Excludes counterpart of special financial assistance to Canada which is included in D 15. 

(3) Includes also balancing item representing difference between direct measurements of current and 
capital accounts. 


NOTES: The figures in this statement are based on incomplete data, and make use in some cases of 
statistics compiled in other countries. The items are therefore subject to greater possible 
error than others in the balance of payments statement. 

A minus sign indicates an outflow of capital from Canada. 
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: QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
: bee 


| THIRD QUARTER 1962 


A variety of factors led to a marked improvement in Canada's foreign exchange position in the 
third quarter in contrast to the losses of exchange reserves in the second quarter. Contributing to 
the rise in official reserves of $686 million in terms of Canadian dollars in the quarter were a 
seasonal reduction in the current account deficit to $61 million from $377 million in the second 
quarter, net inflows of capital in long-term forms of $247 million compared with net outflows of $13 
million in the second quarter and net inflows of capital in short-term forms of $500 million compared 
with net outflows of $203 million in the second quarter. 


These changes followed the official measures introduced towards the end of June and the 
stabilization of the foreign exchange value of the Canadian dollar in May which were described in the 
second quarter issue of this publication. 


The sharp contraction in the current account deficit from the second quarter brought it to 
, about the same overall size as in the third quarter 1961, but the sources were quite different as a 
_ reduced deficit this year from non-merchandise transactions largely offset a smaller surplus from 
merchandise trade. This change was mainly due to a significant expansion in the surplus on travel 
account from $35 million in the third quarter of last year to $89 million in this quarter of this 
year, together with some reductions in dividend transfers and in official contributions. 


The resumption of net capital inflows in long-term forms included larger direct investment 
inflows, larger net new issues and other sales of bonds, and reduced outflows from transactions in 
both Canadian and United States stocks. 


In large measure net movements of capital in short-term forms represented shifts by residents 
from Canadian into foreign currency in the second quarter, and the subsequent reverse flow in the 
third quarter, of some quarter of a billion dollars of balances, as well as increased borrowing in 
foreign currencies by residents in the third quarter. 


Summary Statement 1961 1962 
EO TEL QO IV Q ne 10) IGE 16, TEE WO) 
(millions of dollars) 


Merchandise trade balance Sl + 138 + 60 ~ Sime) 45 + 58 
_ Deficit on non-merchandise transactions =2 50 -_ 200 sey =) 3460 Oe NY 
_ Current account deficit - 311 - 62 - 272 953) = 377 = 6k 
Capital movements: (1) 
Long term forms O70, +,199 + 135.) OSS: oe oS) sae] 
_ Short term forms 0'92 = «199 54+ 272 «46 «~-.203° + 500 
Special international financial assistance = = = > an OT - 
Change in official holdings of gold and 
foreign exchange (2) =25] + .6% = 135 483904, -A1IG.. 2686 


(1) Excluding change in official holdings of gold and foreign exchange and special international 
financial assistance. raat ~ 
(2) Increase (-). 


Prepared in the Balance of Payments Section 
. National Accounts and Balance of Payments Division 


December 1962 
2206-502 


Rocer DUHAMEL, F.R.S.C., Queen's Printer and Controller of Stationery, Ottawa, 1962 
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Small balance on merchandise trade 


There was a continued rise in Canada's merchandise trade to a higher level in the 9 months o 
1962, with imports recording a larger increase than exports both over this period and also in the 
third quarter. After adjustment for balance of payments purposes, merchandise exports rose nearly 
nine per cent from $4,270 million to $4,644 million, and imports expanded 11 1/2 per cent from $4,157 
million to $4,636 million in the first three quarters of 1962. This resulted in cutting the surplus 
on merchandise trade from $113 million to some $8 million. In the third quarter there was a con- 
traction in the export balance from $138 million in 1961 to $58 million in 1962. 


Something less than one-half of the increases on both sides of trade in the 9 month period was 
ascribable to higher export and import prices, a reflection of the change in the foreign exchange 
value of the Canadian dollar. 


Canada's usual favourable balance on merchandise trade with the overseas countries contracted 
about one-third from $612 million to $413 million, while the trade deficit with the United States was 
reduced 20 per cent from $499 million to $405 million. As a result of these shifts nearly 60 per cent 
of total Canadian exports went to the United States in the three quarters of 1962, as compared with 
54 per cent in the same period of 1961. Imports from the United States in the two periods made up 
about the same proportion of 68 per cent. The share of total trade with the United Kingdom slipped 
down roughly one percentage point both in exports to 14 1/2 per cent and in imports to 9 1/2 per cent. 
While imports from Other Countries accounted for 22 per cent of the total in each period, the share of 
exports to this group of countries declined from 30 per cent to 26 per cent. 


Substantial gains were recorded in exports of petroleum and natural gas, iron ore, aluminum, 
lumber and aircraft, and smaller increases in nickel and non-farm machinery. Shipments abroad of 
commodities such as wheat, uranium, newsprint and plastics and synthetic rubber were lower during the 
9 months of 1962. 


In the case of imports, automobiles and parts, non-farm machinery and electrical apparatus wet 
featured prominently among commodities which were higher in 1962. The value of aircraft reported in 
import entries was also larger. After taking into account, however, of military aircraft received 
under mutual defence arrangements, which are not included in the balance of payments, and of civil 
aircraft whose purchases had previously been reflected on the basis of progress payments, there 
appeared to be a smaller change in payments for aircraft between the two periods. 


Deficit in services and other non-merchandise items 


While the surplus on merchandise trade narrowed by $80 million, a reduction of a similar 
magnitude took place in net payments on non-merchandise transactions from $200 million in the third 
quarter of 1961 to $119 million in the same period of 1962. This represents a substantial relative 
drop of 40 per cent. Fully two-thirds of this amelioration originated in travel expenditures, with 
net receipts increasing from $35 million to $89 million. The improvement occurred in the travel 
account with the United States as there was a further rise in the travel deficit with overseas 
countries. There was a rise of $34 million in expenditures in Canada by visitors from the United 
States together with a reduction of some $27 million in spendings by Canadian travellers in the United 

States, following the further depreciation of 


Income Account: Payments Canadian currency in May and the reduction in © 
(millions of dollars) June in the amount of duty-free tourist ‘ 
purchases. At the same time, levels were lowe! 
Period Total Interest Dividends in the third quarter in transfers abroad of 
; at pee dividends and official contributions by the 
1960 653 239 hate Canadian Government. After acceleration in the | 
1961 TO 259 511 second quarter, business service payments 
relented somewhat in the third. The reduction | 
1960 TIL.O 157 53 104 in net payments of inheritances and migrants! | 
IV Q 190 67 123 funds, on account of increased immigration and E | 
of unusually high per capita funds of the arrival’ 
1961 I Q 204 61 143 in the current quarter, was counterbalanced by . 
tro 174 68 106 a larger deficit on freight and shipping 
Tee O 170 58 112 services, associated with rising imports. 
IV Q 9): 72 150 
Receipts of interest and dividends wel 
1962 pt? 179 67 112 up respectively $3 million and $1 million in 
LEQ 208 ly 13% the third quarter of 1962. Interest payments 
III Q 164 62 102 abroad rose $4 million, while dividend transfé 


declined $10 million. These changes together 


yielded a $10 million amelioration in the income account deficit. The net effect of new issues, 
retirements and trade in outstanding securities was responsible for more than one-half of the $4 
million rise in interest payments, and the remainder was due to exchange rate variations. The payment 
of several large non-recurring dividends in the third quarter of 1961 and lowered remittances of 
meses by subsidiaries in the current quarter combined to reduce dividend payments by $10 million. 


Between the first three quarters 


Major Components of the Balance on Non-Merchandise of 1961 and 1962, net payments on non- 
Transactions with All Countries merchandise transactions declined a 
little from $823 million to $799 million. 
(millions of dollars) A much larger gain in receipts on travel 
account from $397 million to $458 million 
First Nine Months than in payments from $517 million to 
1961 1962 Change $529 million contributed $49 million 


towards reducing the deficit. 
Gold production available 


for export 124 124 = It is interesting to note that 
Travel expenditures EH peer (3) + 49 the improvements in the travel balances 
Interest and dividends - 413 pe YES} = for the first three quarters of both 1961 


Freight and shipping Ase leisy PO ie cA and 1962 have occurred entirely vis-a-vis 
Inheritances and migrants' the United States. Between the three 
funds -., 49 Si) ae ge quarters of 1960 and 1962, receipts from 
All other current American visitors climbed $108 million, 
transactions eee is = LO p88) while Canadian travel expenditures in 
Balance on non-merchandise the United States declined $20 million. 
transactions - 823 = 199 = AE Over the same period, receipts from 
overseas visitors were relatively un- 
changed while expenditures by Canadians 
Travel Account abroad increased nearly $50 million. 
(millions of dollars) Reductions of more modest proportions 
occurred in net payments of inheritances 
First Nine Months and migrants' funds, miscellaneous income 
1960 1961 1962 and official contributions. Moderating 
Jnited States: this tendency to a lower deficit, however, 
Receipts Shai 358 419 were larger net payments on freight, 
Payments 573 SH Ste) interest and dividends, and business 
Balance ~ Oe - 14 + 66 services. Gold production available for 
export remained unchanged at $124 million. 
)verseas: The percentage shares of the total 
Receipts 37 39 39 "invisible" deficit accounted for by 
Payments 27 145 176 interest and dividends, travel expenditures, 
Balance 2 0) =~» 106 2 SY, freight and business services in the 9 
| months of 1962 (corresponding estimates 
i111 Countries: for the three quarters of 1961 being 
Balance See sy FeO) - 71 shown parenthetically) were respectively 
ASeLOLLOWSi 551(50)i5u% (lode, LO.06) and 
25 1S) 


lransactions by areas 


In the bilateral distribution of the current account balance, the deficit with the United 
‘tates declined $61 million between the third quarters of 1961 and 1962, from $151 million to $90 
1illion while the surplus with the United Kingdom rose from $42 million to $49 million. The current 
‘iccount balance with Other Countries, on the other hand, changed from a surplus of $47 million to a 
‘leficit of $20 million, or a turn-around of $67 million. 


A reduction of $71 million in the quarter in net payments to the United States on non-merchandise 
‘ransactions (largely attributable to travel, business service payments and migrants' funds) was off- 
set by a widening of $10 million in the merchandise trade deficit. Merchandise exports to the United 
‘ingdom increased from $236 million to $245 million while imports remained unchanged at $145 million, 
nd net payments on services gained from $49 million to $51 million. In transactions with Other 
lountries, the merchandise trade balance was sharply cut by nearly $80 million from $120 million to 
41 million, but a smaller deficit on non-merchandise transactions moderated the deterioration in the 
urrent account balance by $12 million to $67 million. Within this group, only one-quarter of the 
egative change was ascribable to transactions with the Rest of the Sterling Area and the other OECD 
‘ountries and 75 per cent to the remaining countries. Canadian exports to the latter countries fell 
harply between the third quarters of 1961 and 1962, while imports rose more moderately. 


uarterly Current Account Balances In a comparison of the 9 months of 


(millions of dollars) 1961 and 1962 the bilateral breakdown of 
the change in the current account balance 
was similar to that of the third quarters of 


pH In Q Tree IV Q the two years. Canada's deficit in current 
transactions with the United States was cut 
United States nearly $150 million, while the surplus with 
the United Kingdom was reduced moderately 
1960 ROSS =D oatGo e068 and the positive balance of about $200 
1961 ERA IOs “EHO - 1 = 07 million with the Other Countries was turned 
1962 s/3538, BSa2/ i into a deficit of $12 million in the three 
quarters of 1962. Nearly 20 per cent of 
United Kingdom this deterioration originated from trans- 
actions with the Rest of the Sterling Area, 
1960 es 2 + 48 ten 30 per cent with the other OECD Countries 
1961 FS ot 27 + 42 ee and 50 per cent with the remaining countries. 
1962 a7 1 =p (fy + 49 | 
The current deficit with the United 
Other Countries States for the 9 months of 1962 of $870 
million was 15 per cent smaller than the 
1960 Ride arena - 10 + 13 imbalance of $1,019 million for the same 
1961 He LP RES TT ae aaa + 16 period of 1961. Nearly two-thirds of this 
1962 ~ ek 42 ere improvement lay with merchandise trade and 


the remainder with service transactions. 

Merchandise exports grew 20 per cent from 
$2,311 million to $2,769 million, while imports advanced 13 per cent from $2,810 million to $3,174 
million. Exports of iron ore to the United States increased more than $70 million and of other metals 
and minerals (including nickel) over $90 million. About $85 million more petroleum and natural gas 
was shipped in the 9 months of 1962. Other examples of less sizable gains included lumber, pulp and 
aircraft, while exports of uranium dropped more than $20 million. On the basis of detailed statistics 
for the first six months, imports of steel products, which include machinery and automobile parts, 
were higher in 1962 by more than $150 million, or 20 per cent, and agricultural products, non-ferrous 
metal products and miscellaneous commodities (including aircraft) were above the first half of 1961 
totals respectively by $25 million, $45 million and about $80 million. 


The decline of $55 million in the "invisible" deficit with the United States from $520 million 


to $465 million between the first three quarters of 1961 and 1962 was made up largely of an improve- 
ment of $80 million in the travel account balance, with an offset of $30 million provided by larger 
net payments for business services. Much smaller and offsetting changes were recorded in the balances 
of shipping services, government expenditures and miscellaneous income. 


Both exports to and imports from the United Kingdom were relatively stable between the 9 
months of 1961 and 1962. Exports were down a shade from $676 million to $672 million, while imports 
edged up a little from $438 million to $441 million. Small declines in shipments of many commodities 
in the inedible crude materials group added up to a fall of $22 million. Larger exports, on the 
other hand, of grains, bean products, canned fish, tobacco and some other commodities accounted for an 
increase of $24 million. On the basis of incomplete import returns for the period under review in 
1962, moderate changes covering many commodities were largely offsetting. Deliveries of aircraft 
from the United Kingdom during the nine months of 1961 had been reflected in the balance of payments 
previously as progress payments were made under contract. 


As indicated before, about one-half of the sharp negative change from a surplus with Other 
Countries of about $200 million to a deficit of $12 million in the first three quarters of 1962 
occurred in transactions with the countries other than those in the Rest of the Sterling Area and in 
the other OECD countries. Canadian exports to each of the three component groups of countries 
declined, while imports into Canada increased in varying degrees. The resulting decline of $192 
million in the merchandise trade surplus accounted for 90 per cent of the deterioration of the current 
account balance with the Other Countries, as the rise in net payments on service transactions 
amounted to some $21 million. Shipments of Canadian commodities were lower to the WiGmatigl ters 
Czechoslovakia, Japan and Cuba among other destinations. Wheat dominated the decline in exports to 


the Eastern European countries above as it did also in the case of a rise in exports to Mainland 
China in the three quarters of 1962. 


>. 
Pk 


Summary of Current Transactions with the United States, 
United Kingdom and Other Countries, 1961 and 1962 and Change 
Between the Periods 
(millions of dollars) 


Third Quarter All Countries United States 
1961 1962 Change 1961 1962 Change 
Merchandise exports (adjusted) ih55) 576 Ie ets + Hels 864 962 apy Gis! 
Merchandise imports (adjusted) 1,419 1 0 ar. iho 937 1,045 +7 108 
Balance on merchandise trade + 138 + 58 - 80 - ia) = 83 eae!) 
Other current receipts 601 652 Sw oi | 466 5D 5 nl Se) 
Other current payments 801 771 = 30 544 52Y = 3) 
f 
Balance on non-merchandise transactions - 200 - 119 ar 81 - 78 = 7 ap fil 
Current account balance - 62 re 61 ae i - Lok 90 ae il 
January to September 
Merchandise exports (adjusted) 4,270 4,644 ap afl Pseyla 2,769 + 458 
Merchandise imports (adjusted) ee al sy 4,636 se A/S) 2,810 haar is + 364 
Balance on merchandise trade + ial ar 8 es jKO)S; = 499 - 405 + 94 
Other current receipts 1,396 1,486 oF 90 1,004 1,109 ae JMO)s: 
Other current payments DSP, ZOD) ar aS 1,524 1,574 ta 50 
Balance on non-merchandise transactions - 823 = 799 + De = 520 - 465 ae YS 
' Current account balance = 710 - 791 - 81 - 1,019 - 870 + 149 
Third Quarter United Kingdom Other Countries 
1961 1962 Change 1961 1962 Change 
“Merchandise exports (adjusted) 236 245 J: 9 457 421 me eG 
Merchandise imports (adjusted) 145 145 - 337 380 + 43 
| Balance on merchandise trade + 91 + 100 ot: QO = 4Z0C se 41 =a 
‘Other current receipts 53 52 = 1 82 85 < pte! 
Other current payments 102 103 i 1 135 146 ae 
Balance on non-merchandise transactions - 49 - ove - 1 oe 730 61 tae ee 
| Current account balance + 42 + 49 ot Te ae Ley = 20 =» '67 
January to September 
‘Merchandise exports (adjusted) 676 672 = 4 1,283 1,203 - 80 
‘Merchandise imports (adjusted) 438 441 aM 3 909 1,021 Foie? 
Balance on merchandise trade + 238 + 231 - J. ew te OI LO mn 
Other current receipts 150 149 = 1 242 228 - 14 
Other current payments 280 289 + 9 415 422 5 a ms 
lPelande on non-merchandise transactions - 130 - 140 - 10 - is sn= 194 a= 2) 


Current account balance + 108 + 91 - 17 + 201 - 12 se a 


26 = 


Capital Movements 


Summary 1961 1962 
rO TIsQ TELSO LV O TEGO LEO 


(millions of dollars) 


Capital movements in long term forms + 186 + 270 meh Oe Je Baia aii ase geen ee + 247 
Capital movements in short term forms(1) +5256 or 92 Sr alg a at 2 =" G67 *=203 7 500° 
Balance on goods and services ere SW Ane) § one SAY? alll: Jo B len kt Gs 61. 
Total of above +105 + 5L  - 62 +135 - 364 - 593 + 686 
Special international financial assistance a = = = = + 707 
Change in official holdings of gold and 
foreign exchange(2) = L05a)-) DL + 62 = 5 + 364 - 114 


(1) Excluding change in official holdings of gold and foreign exchange and special international 
financial assistance. 
(2) Increase (-). 


i, 


As the summary shows, during the second quarter of 1962 Canada found it necessary to use some 4 
$593 million of the official holdings of gold and foreign exchange which was, however, more than j 
replenished by special international financial assistance extended to Canada in this quarter. In the 
third quarter, Canada was able to add $686 million to the holdings. These unprecedented changes 
represented a swing of $1,279 million from the second to the third quarters. The statement below sh | 
the principal groups of transactions contributing to the swing. » | 
7 | 
1962 Four features stand out. First,’ 
II Q III Q Difference the substantial improvement in the 
Fee (millions of dollars) current account deficit, which is | 
Ear seasonally characteristic. i 
Balance on goods and services = SMT - 61 ie SHU “il 
Second, the re-emergence of a 
Capital movements in significant capital inflow in long 
long term forms ee US 247 "a 200 term forms, reflecting a variety of 
foreign currency holdings investment and borrowing transactions, 
of residents(-) = PES PSV) ae 6 BOYZ and including some take-over money 
other short term forms ex- and a loan prepayment to Canada by 
cluding official reserve France. A great many factors un- 
movements 42 243 ae OL doubtedly influenced this group of 
transactions. 
TOTAL = 593 686 epee Wa) 


Among them the new exchange 

level for the Canadian dollar would 

enhance the attraction of investment in Canada, interest differentials were attractive, the reserve 
position of France enabled her to make prepayments to the United States and Canada, and confidence 


in Canada's foreign exchange position was restored by the measures taken in the second quarter and by 
subsequent developments. 


The effects of the crisis of confidence in the second quarter were also evident in the third 
feature, the movement from Canadian to foreign currency in the second quarter, and the reverse move- 
ment in the third quarter, of approximately a quarter of a billion dollars of Canadian bank balances 
and other short term funds, amounting in all to a swing of more than half a billion dollars. 


And fourth, there was a smaller but none the less significant change in capital movements in 


other short term forms, of which the largest part represented borrowing in foreign currency by 
residents of Canada in the third quarter. 


It is not possible to separate quantitatively the effects of changing interest rate 
differentials, exchange rate expectations, and other developments and factors. Inferences from capital 
movements about the influences of exchange rate changes, actual or anticipated, are at times mis- 7 
leading because the existence of swap and other forward market facilities makes possible the creation 


or transfer of exchange positions between various sectors of the economy without reflection on the 
statements. 


Nevertheless, it seems clear from analysis of the data available that a major part of the 
movements both from Canada in the second quarter and to it in the third represented the movement of 
Canadian capital. There is little evidence that the taking of short term Canadian dollar positions by 
non-residents contributed in any significant measure to the growth of Canada's official holdings of 
gold and foreign exchange in the quarter. This was in sharp contrast to the situation twelve years 
earlier when increases of official holdings of gold and foreign exchange (including float), represented 
a capital outflow of $696 million, largely representing a run to the Canadian dollar by non-residents. 


DIRECT INVESTMENT The net inflow of foreign capital for direct investment in foreign-controlled 
enterprises in Canada is estimated to have risen sharply from a revised 
figure of $80 million in the second quarter to $135 million in the third. At this level it was well 
above each of the preceding four quarters and was above the quarterly average for 1961. 


Major variations in direct investment flows can be caused by transactions involving the 
acquisition of existing concerns or interests, or through refinancing operations etc., having no 
counterpart in current new capital formation in Canada. These transactions have been larger in 1962 
than in 1961. If estimates of them are excluded from the totals, the remaining net inflows rose 
progressively through the three quarters of 1962, but averaged some 20 per cent below the rate through 
1961. 


Industrially, inflows to the petroleum and natural gas industry more than doubled from the 
levels of the first and second quarters, accounting for a substantially higher proportion of the net 
novement, with takeover money playing an important role in the increase. Inflows to mining, 
particularly iron ore projects, were also larger in value, but did not account for as large a share of 
the total as in the second quarter. There were also inflows to manufacturing and other industries in 
the third quarter; outflows had been substantial in the second quarter resulting in little net move- 
nent to this group. 


The changing corporate structure in the Canadian petroleum industry has given overseas countries 
an enlarged role as a source of capital, and has contributed to a rising proportion of the net inflow 
»f direct investment capital from overseas. The share of United States investors in the net inflow 
ls estimated to have fallen in the successive quarters of 1962 from about four-fifths, to three-quarters, 
to two-thirds. 


Net outflows of Canadian capital for direct investment abroad are placed at $20 million in the 
third quarter, down $5 million from the second and $10 million from the first. 


SECURITY TRANSACTIONS During the third quarter of 1962 all transactions in portfolio 
securities between Canada and other countries led to a net capital in- 
‘low of $38 million. This was somewhat lower than the figure of $55 million recorded for the second 
juarter which, however, included some $125 million of new corporate borrowing applied to the re- 
‘inancing of direct investment and other capital transactions. In the first quarter there was an out- 
‘low of $53 million, while in the third quarter of 1961 there was an inflow of $82 million. 


Yields on Representative Sales by Canadians of outstanding 
Long Term Government Bonds Canadian bonds rose sharply to $38 million 
Lilli RE in the third quarter. This was up $34 million 
Last United from the second quarter and was the highest 
‘ednesday Canada tl) States (2) Distasentiel quarterly level since early 1956. Net sales 
| were made up mainly of Government of Canada 
/ 1960 Dec. 5.41 3.80 1.61 direct and guaranteed issues and were on 
balance entirely to the United States as there 
' 1961 Mar. 5.18 3.80 1.38 were repurchases from residents of overseas 
June 4.99 S97. 1.02 countries. 
Sept pal 6 4.03 .99 
Dec. 4.96 4.11 85 While net sales to non-residents of 
outstanding bonds were rising, net repurchases 
1962 Mar 4.86 3.99 SOW from them of outstanding Canadian stocks were 
June 5n23 391 12, falling. The capital outflow for these re- 
Sept. 5.38 3.91 1.47 purchases fell from $46 million in the second 
az quarter to $25 million in the third. The 
1) 3 3/4/15 Jan. 75-78 change occurred entirely in transactions with 
2) 3 1/4/15 June 78-83 overseas investors, net repurchases from them 


falling from $41 million to $20 million. 


=e = 


Sales to non-residents of new issues of Canadian securities produced $78 million in the third 
quarter compared with $52 million in the first and $200 million in the second quarter, but it has 
already been noted that the latter figure included some $125 million of special refinancing. Municip 
issues accounted for $31 million of the third quarter inflow, with corporate, provincial and Governme 
of Canada bonds accounting for most of the rest. Retirements of foreign-held Canadian issues totalled 
$44 million, led by some $20 million of corporate and $11 million of Government of Canada bonds. 


The acquisition by residents of 


Price of United States Stocks in terms of Canada of foreign securities fell to $9 milli 
Canadian Stocks in the third quarter, a sharp reduction from 
the outflows for this purpose of $27 million 
Year Month AttCdn lS At market and $35 million in the first and second quarte: 
US oi exchange respectively. Canadians acquired some $14 


rate million of foreign equities. in the quarter but 
sold other foreign securities. 
1961 December 100 100 
1962 March 98 99 The reduced outflows covering the 
June 94 98 purchase of Canadian and foreign stocks by 
September 96 99 residents from non-residents were consistent 
with the relative improvement of Canadian stoc 
Based on ''DBS Investors" and "Standard and prices in relation to those in the United 
Poor's 500" Indexes. States. 
OFFICIAL TRANSACTIONS Official loan transactions in the third quarter include Canada's | 


subscription of $6,240,000 in United States funds for part of an issue 
of 2% 25-year bonds of the United Nations. This represented a capital outflow in Canadian dollar terms | 
of $7 million. q 


During July the Government of France paid in advance of maturity $67.6 million representing 
one-half of the remaining debt owed by France to Canada for credits received immediately following 
World War II. France has been accelerating the repayments of foreign loans and credits received in 
the post war period, and a simultaneous prepayment was made to the United States. The total credits 
extended by Canada to France as a part of the post-war Canadian programme to assist in the re- 
construction of the economies of various European countries amounted to $254.8 million. Repayments by | 
France to the end of March 1962 had reduced the amount outstanding to $135.2 million. 


Other official capital transactions included elsewhere in the estimates of the balance of the 
payments for the third quarter are the participation of non-residents in new issues of Government of 
Canada bonds and treasury bills, retirements of these securities, and changes in official holdings of 
gold and foreign exchange. Included among other capital movements are transactions with international 
financial agencies and the export credits extended under government guarantee, some of which now 
involve direct government financing. 


OTHER CAPITAL MOVEMENTS Canadian dollar holdings of non-residents fell sharply in the third 
quarter. This capital outflow, amounting to $58 million, more than 
offset the inflow reflected by increased holdings of $34 million in the second quarter. Most of the 
decline was in deposits, and foreign holdings of Government of Canada treasury bills fell only $8 
million. Over the first three quarters of 1962, non-residents increased their holdings of treasury 
bills by $59 million but decreased their deposits in Canadian dollars by $114 million. 


The major part of the third quarter reduction in Canadian dollar holdings of foreigners was 
attributable to residents of the United States whose holdings fell by $43 million. Residents of the 
United Kingdom and other overseas countries also reduced their holdings during the quarter. 


Turning to the final category of the basic balance of payments presentation there is recorded 
a capital inflow of $591 million, following an outflow of $367 million in the second quarter. Both 
these totals were extraordinarily large. The largest figure recorded in any previous quarter since 
the commencement of official quarterly estimates of capital movements in 1950 was $261 million, 
reached in the first quarter of 1961. In the speculative atmosphere of the third quarter of 1950 
the total reached only $153 million, but the underlying conditions then were greatly different. 


Details of the quarterly movements for the last seven quarters are given in a statement on 
this page. This shows the return to Canada of some $257 million of Canadian-owned bank balances and 
other short term funds in foreign currencies. The outward movement of these funds in the second quarter 
had amounted to $245 million. These movements were unprecedented in size. 


Among capital outflows in the third 
quarter was the payment by Canada to the 


Change in Canadian dollar holdings International Bank for Reconstruction and 
of foreigners Development of nearly $7 million necessary, 
(millions of dollars) because of the reduced exchange value of the 
Canadian dollar, to maintain the gold value 
Treasury Deposits of the subscriptions in Canadian dollars to 
Quarter Total Bills etc. the capital of the Bank. A small inflow of 
$1 million was reflected in increased short 
(1960 cL = "2 - 10 + 8 term holdings of Canadian dollars by in- 
| III sp Et) ap JAI) ap jKs! ternational financial agencies, leaving a net 
: IV + 79 + 47 +432 outflow of $6 million from transactions with 
these institutions in the quarter. 
1961 I - 5 +32 rey! 
IGE 2 YP - 76 sp A Other long term transactions gave rise 
} it ers | - 34 + 33 to a capital inflow of $33 million in the 
IV + 44 18 Tees third quarter, compared with an outflow of 
$130 million in the preceding quarter which, 
(1962 it - 31 a ki “was however, reflected mainly repayments of bank 
it + 34 + 50 =11G loans financed from the sale to non-residents 
IIE = 58 =o aime) () of a new corporate bond issue. Mortgage and 


bank borrowing contributed to the net inflow 
j which was reduced by some long and medium 
term export financing. 


Further resources were made available to Canada through borrowings from non-residents by 
finance companies and net sales of minor amounts of commercial and finance paper, amounting in all to 
$50 million in the third quarter. The second quarter movement in these liabilities produced an inflow 
of $8 million. : 


Composition of "Other Capital Movements" 
(millions of dollars) 


Transactions with all countries 1961 1962 
i First Second Third Fourth First Second Thad 
Quarter Quarter Quarter Quarter Quarter Quarter Quarter 


International Financial Agencies (1) 


_ Canadian dollar subscriptions = a) = = 8 2. =~ 13 - 7 
_ Short-term Canadian dollar holdings 2 - = Oe 7 33 54(2) 1 
Jther long-term capital transactions - - 22 Zz 7ap a oe Lou 33 


Bank balances and other short-term funds 

abroad (excluding official reserves) 127, 54 - 140 We 49 - 245 715)]} 
| 
3orrowings from non-residents by finance 

companies, and non-resident holdings of 


commercial paper rp! 23 coed 19 28 8 50 
All other transactions including changes 
in loans and accounts receivable and 
_ payable (3) 61 96. =m 5 138% _ = J0Q3 we 41 = segsye 
TOTAL (Item D 17) 261 142 - 186 250 = 10  =,.367 591 


(1) International Bank for Reconstruction and Development, International Monetary Fund, and International 
Development Association. 

(2) Excludes counterpart of special financial assistance to Canada which is included in D 15. 

(3) Includes also balancing item representing difference between direct measurements of current and 

| capital accounts. 

JOTES: The figures in this statement are based on incomplete data, and make use in some cases of 
statistics compiled in other countries. The items are therefore subject to greater possible 

error than others in the balance of payments statement. 

A minus sign indicates an outflow of capital from Canada. 


- 10 - 


The final category of the statement covers all other transactions including changes in loans 
and accounts receivable and payable. It includes also the balancing item representing the difference 
between direct measurements of the current and capital accounts. Following outflows of $103 million 
and $41 million in the first and second quarters respectively, this group of movements showed an in- 
flow of $257 million in the third quarter. The largest part of this represented borrowings of foreign 


currencies by residents. 


OFFICIAL HOLDINGS OF GOLD The capital export reflected in the growth of Canada's gold and 
AND FOREIGN EXCHANGE foreign exchange holdings totalled $686 million in the third 
quarter, more than offsetting the use by Canada of $593 million of 
these holdings in the second quarter. All of the movement in the third quarter reflected changes in 
holdings of gold or United States dollars. 


Within the limits applicable to the exchange rate established on May 3, the Canadian dollar 
tended to strengthen, with the closing quotation for the United States dollar in Canada declining each 
month from the end of May. The trading range during the third quarter was a little over one-half cent. 


Official Holdings of 
Gold and United States dollars 
(millions of United States dollars) 


United States Dollar in Canada 
(Canadian cents) 


Change Noon 

End of Amount in Period Period High Low Close Average 
1961 IOt 10) 1,985 a) 510, 1961 LIOR OSHS 98.59 103.50 99.42 
iLIGe 16, 1,924 - 61 EV OP LOAOOF RLOSROO 103.00 103525 

IV Q 2,056 a 182 LV5O> 1042372) 9103200 104.34 103.618 

1962 1 10, 1,709 - 346 1962 TOP S105. 0310423455 =a105r00 104.77m 
LEQ 1,809* + 99%* LTEAQ 109-00 “104487 108.19 107.42 
LL @ 2,445%* + 636 TLL 'Q)) LOS S907 266 107 .66 107.78 

1962 July Po ites + 306 1962 July 108.19 107.81 LOVROL 107.89 

Aug. 2,331* + 216 Aug. MO ofetés AOR? 5 72 107.72 107 . 769 || 

Sept. 2,445* ae 1s Sept. 910/772) 9 10/7206 107.66 107.68 


* Includes (+) 650 special international 
financial assistance. 


On later pages of this report there are reproduced Table I and part of Table IV A of the 
forthcoming report ''The Canadian Balance of International Payments, 1961 and International Investment : 
Position", (D.B.S. Catalogue No. 67-201). These give revised annual estimates of the Canadian balance | 
Stee ons aed payments for 1960 and 1961 with bilateral detail, and revised quarterly estimates for | 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Revised estimates for 1960 I eS TH IV 
4 Current Receipts 
1 Merchandise exports (Adjusted) ...c.ceccccccecccccecesecsesessecesceceeveee 1,281 1,321 1, 398 1,392 
3 Gold production available for Export .......cccccccscccccceceseseseeseees 44 35 42 41 
4 MIE GONG acco vesscc i ececesevsccecincncvdesteniedbevessacssossdedece 36 91 221 72 
5 fnvecestennd dividends: «OF! delicl. BR Edhatehescesn. 34 oe, Bie 65 
6 Ree UA SH IDPS oA ia fos nive koe ec ecdavsnvdelvelcccees 102 £5 118 107 
1 Inheritances and immigrants’ funds ...........c.ccccccecscsseeeeceseeees 18 29 enh 24 
11 PIPE GMPUFTERE TECEIPES ile... ceccscccccs loss Racces steer Beiliaesoeses 100 107 cla ia 101 
12 TotabiCurrent Receipts ..ic....cccecccccceeseid oissesscerctevsesseseee yew ks Lad 1,956 1,802 
B Current Payments 
1 Merchandise imports (adjusted) ...........0..... heptane ci 1,324 1,508 15316 1,392 
4 Be PM COE TOS cy pci sisi rupesncvensnacser eons iwosssevensvanerdoanterve 119 168 Pa tee lee 
5 Bae SPAT RCN dosage twins re navo anda etdvidesresserisvesasiarsvensees 145 161 157 190 
6 FUPCUPIUMAING! SIL DOLE: Mun CP REPN ne von SehentcsscePote antivaedeeds senses 1U 137 BALE peat 
a Inheritances and emigrants’ funds ............cscsseceeeeeeeeeeee 38 43 50 50 
9 SRE AREOMMILTI OUIULONIS 0, Siena. cs nce es WER des onan Bdcashsnvennes 10 10 Li, 24 
11 PM ratHeMMMAITONY DAVIMENES. 0-8 co.c.n.escdesttels Mchedins.--cacadloocsecrs 191 137 189 191 
12 OLA LSGIRT ORE PAYMOMS 2325.0... 2555 i5c ccna BPPecesc.cesseesssencenass 1,941 2,214 2,083 3155 
| Balance on Merchandise Trade ..........ccceccccccccssectececateseeeverees - 43 - 187 + 82 = 
Balance on Other Transactions, excluding B 9... - 273 = 280 - 192 - 289 
PTAA ETUDE CLONS guia cg ceca uci svinnaee cect ccegwivsvsieveasconsseva saavvacdes ee | 6) - 10 - 17 om 2h 
. Current Account Balance ..........0..c.ccccccccccsesessceseesesssesveeesneeenees - 326 ao Meny, Ee ee o13 
; Capital Account 
Direct Investment 
| iat Direet Investment in Canada ...............cccccssssscssecsessesceenen + 205 Toda pa Bs) pani i 
| ee BROCE INVESTMCNt BDPOA ...0ic..cscscccesesraverscecssvueseroresassepoaeee - 7 - 13 - 21 mips 
| Canadian Securities 
) “¥aa Trade in outstanding bonds and debentures .............00...-. + 1 aa ft - 19 -, 12 
| 8b Trade in outstanding common and preference stocks...... pee ahs + 25 So A * 3 
| aa ETE SGI 0) aie bn Cree + 143 es 974 ae A. 8 
5 Bm TIES, os Gaiaceys REP cktcee A wdacsevdls Madbecodiescobiiboncenns mS - (80 - 34 - 93 
Foreign Securities 
6 Praderimnroutstanding iSSUWes .cacdccece Hs scseciesetlcdenodghsensease oe ak - 5 te gid - 24 
7 eG ee oe xc MR cos siav el Re oe MePiw aang chests ace - 3 - 2 - 3 - 10 
8 cE PP Sa eR eet aera er ete + 6 sm 5 at aili es 
Loans by Government of Canada 
| «a9 EOP CA VUNLGT SAMY ee ere Aim ce oct ees eles Rat ect e ote a BMR SS cullns i oe es Maeinerees - - - - 
10,11 SE es, Seer, OR, ee ee: ene eee - + ey ~ - 2D 
| 13 Subscriptions in gold and U.S. dollars to international fi- 
TER sg SOLE Te) Cla eh ~ - - dl - 2 
| 14 Change in Canadian dollar holdings of foreigners.............. - 2 - 2 + £5 et bo 
16 Change in official holdings of gold and foreign 
BxChanee CINCTEASE, MINUS) ccc. ..0.c00n<iio.cgtersecvardeocuwievavensess yee le + 82 - 40 - U 
17 Other capital movements oo... eee pee te. een erie tik, +157 reer 1. #189 
D EE PACE MOVONGEIE <.55.5eic scion ic0sdissasn caiibavtanosavadevivenssnsvseovends + 326 hes, + 127 + 313 


IOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


\ 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
31) ‘*The Canadian Balance of International Payments’’. ; : ; 

\ 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance transact- 
311) ions, and business services. 

) A minus sign indicates an outflow of capital from Canada. 


)1,2 Exclusive of undistributed profits. +e. ; soa 
17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 


presenting unrecorded capital movements and errors and omissions throughout the accounts. 


QUARTERLY ESTIMATES OF THE CANADIA 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 
A 1) Merchandise trade statistics are adjuste 


Note: Data for 1962 are preliminary an 
1960 1961 
Pi IV a 
A Current Receipts g 1,392 1.266 
i Merchandise ©xpoles (AGIUStCd)) Merten deste cetaeieecsicucesesneesten ioe 33 He 
3 Gold production available for export .... or ieseceer cece 42 a3 5 
4 PTAWEICXDCHOLEUDES tec. icc herr oe cere ue oeaneann cons seston Mioeeees eeu) fs a 
5 Interest ancl vid eh GS meee eset cer at eee eens een 35 ae ait: 
6 jeTprSnyedane, eNOS MSV ONY Of ON MNES ec anatonanccndatecoanananaeaReseondesunce eopaseeabenaqg0No. 118 re 
7 feheritances and inmicrants” PINGS. 5c... erek ener veeeaaees 31 PN, a 
iil ALeotherecUnnent, ROCOLDU Same essniescserctecs atbinceancdsete tee mae cr ee ar aay 101 3 
12 Total Current: Receipts: oe cectoes eee ee 1 956 1,802 as 606 
B Current Payments . 
1 Merchandise imports (AGJUStEd) cciscecccccDeteeiesscssesteenvenseie 1,316 1,392 1,260 
4 Eravelee XP CUCLLURC Sate mien eee ta emeem rr a mae cuckoo One ueaa 213 ne, 129 
5 INTETESteAnGeahvAGend Sect nes acs cae eter aet a neac neste 157 190 204 
6 Prel shtranGdeshi pon ge ses eave nectee mcs cen eene eee cae sennceote eee 141 W121 116 
7 Inheribances and emverants Cums ees ee etueseessacseeneee 50 50 35 
9 OLUCTAlCONSMUDUTLON Se westerners tireciseaeceuce emanate. aaemeae ease 17 PH, 13 
11 FIL AOL Boe Te Clb gatesole. oben NN (SIME? aannareqase-aeodas annasseocosed Soudansnouanensoson 189 191 186 
12 Total’Current(PaymMent Seen cers oe ee cee eee 2,083 del he, ig 94,3 
BalaneesonemMerciandisetl tadey.) cic cus ora aitisieeaan ts ca is? a3 + 6 
Balance on Other Transactions, excluding B 9 0.0... — 6p = 289 = 330 
Ofiiciale Conte pwMulOn Saree eer ayretas, cher eer esetene ercnee anes pre 7. =e ey eee is 
Cc Current AGCCount, Balan erie eeie coscsse-22ccecescegccteteeece vasa stedeeen (oan amy =313 =| 337 
D Capital Account 
Direct Investment 
1 JDPHAKCLs, WANA SS I seaKeTOnE TUM (CLV IG hee oc acscrsosnacdosaononnndboodenbacun a iooooa: + 159 a al Bs 4 #17,6 
2 DIneCteInVestm entice DlOd Unerevcat avast cmewtateetccae aaa ene are a Pl = 9 ba 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................... eae) Sar 2 $s 7 
3b Trade in outstanding common and preference stocks...... + 10 + 3 +P A432 
4 NG Wie LSS UES ciate cd sancersptastnt tet aaspen ehh gas oaaeta sce ogee tumeh nae + 52 ft am SHOU, 
5 FUG URE CGS ea men tend ioceee cer ere seme ince een cn accra Come enemy ee VAs - 93 ed i -. ae | 
Foreign Securities I 
6 DIAC eRINROULSLANCIN oe SSUC Siam aneee rea ae een + 3 Sew ire + 3 a | 
7 ING WAUSSING Sa areemr nit. chit tans cartencsk cls eee em fe cthih otras cre Neen eer on 3 area) = 5 = pele ) 
8 FUCUIREM GI US Bip: eects ena ren tro ae Rear y= thre meemehtye heel cae Sanam + J) + 5 as 2, + y) ' 
Loans by Government of Canada 
9 OFA N0YERSS SARS Sh i ena MEE, 2. re A eee Oe ~ aa pos = | 
PORE RepaymMents,...........- Ree ah ee ae oi Chae ceea aren ae Wraph sie SMS at Moe Tas + 25 Ss 3 + 4 / 
iS Subscriptions in gold and U.S, dollars to international fi- a | 
BMC Ia LON CICS Sls Me cases occ y evasive on, ols caccsieeacstee, ts 1 a: iat = Ff 
14 Change in Canadian dollar holdings of fOreleners ee suede + "79 = 5 =e | 
15 Special international financial assistance .......................... aa as = - 
16 Change in official holdings of gold and foreign 
exchange (nerease, Minus) :...ce eee pny) a eel - 105 - oe 
17 Other capital movements: ... eel Geee:. m. Mee: lot mae + 189 cays eh + Ue 
E oe SEE UL ee ee a a a ee eer + 127 + 313 + 337 + 311 7 


B 1) 


d for use in this statement. Det 
“The Canadian Balance of International Payments’’. 


A 11) This item includes government t 
B 11) ions, and business services. 


ails of these adjustments are shown in the annual reports 0) 
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BALANCE OF INTERNATIONAL PAYMENTS 


jata for 1961 are subject to revision. 
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) _ A minus sign indicates an outflow of capital from Canada. 

1,2 Exclusive of undistributed profits, 

N17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 

\ Private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
Presenting unrecorded Capital movements and errors and omissions throughout the accounts. 


TABLE 1. Current and Capital Account of the Canadian Balance of International Payments, 1960 and 1961 


All United United Other sterling All other 
countries States Kingdom area countries countries 
Account 
‘sso [| 1e6i? | 00 | 106i | 60 | 1063” | 60 [se6i?| so60 | s9ei? | 1960 [on 
a if millions of dollars r 
A Current receipts: 
1 Merchandise exports (adjusted) ............0 5, 392 5, 889 3, 040 Sieis 924 924 340 331 591 618 497 
a Mutual Aid to NATO countries .............05 43 35 os ate ae a oe an ae ats wie 
3 Gold production available for export ........ 162 162 162 162 c= 4 a a = = ae 
4 PAVE] CX DCUCIGUTOS  warctarncertedterereacrenrecnceres 420 482 375 435 20 21 6 7 13 13 6 
5 Interest and dividends uni. ilies sceoureennes 173 209 102 109 32 34 18 43 12 13 9 
6 Preigtit and SMIPDING cc. ctecrgerercrcssersacsestearmnd 442 486 220 230 93 100 31 27 57 67 41 
1 Inheritances and immigrants’ funds .......... 102 103 50 Eyal 26 25 6 6 15 15 5 
11 All other current receipts ..........:ccceeeeers 419 403 330 310 50 49 8 10 i9 21 12 
12 Total current receipts ............:ce ee 7, 153 7, 769 4,279 4,510 | 1,145 | 1,153 409 424 7107 147 570 
B Current payments: 
1 Merchandise imports (adjusted) ............0. 5,540 5, 716 3,713 3, 828 611 593 284 298 371 416 561 
4 FETAVEL OX DEMGICUTOS: pavssustecescrieneveoteattanyeds 627 642 462 459 70 fs 14 21 65 12 16 
5 Interest and dividends 653 770 531 642 83 86 1 1 36 39 2 
6 PrelsHS ANG IGHIDPING con. eeeesese ee tttesncacsoaseesess 533 568 324 333 89 93 4 4 99 114 17 
7 Inheritances and emigrants’ funds ............ 181 174 141 134 25 23 2 4 11 i] 2 
9 Oficialic oni WUrlOnser.csscsicndecnvasussnteeweares 61 56 - - 3 - 42 49 4 1 12 
10 Mutual Aid to NATO countries ou... 43 35 ae os ere At ao os Be oe ar 
11 All other current payments. .:.0.......:.ceccete 7158 790 469 500 98 100 19 20 135 125 37 5 
12 Total current payments .............s 8, 396 8, 751 5, 640 5, 896 979 966 366 397 7W21 7178 647 679 
Balance on merchandise trade 1.0... = 148 | + 173 |= 673 |— ~615 | + 313] + 331) ‘+ 56 |+ 33 |+ 220'|+ 202 |= 64a 
Balance on other transactions, excluding B9| - 1,034|- 1,099 |- 688 |- 771] - 144] - 144] + 29 |+ 43 |- 230 |- 232 |- 1)\\+ 
Officiahie@ontributiOns) nce. cieapteesserss avavaccesteveen = 6 = 56 = = = 3 — - 42!- 49 |- 4]- 1 |- 2a 
Cc Current account balance ...............::ccceeeeerees - 1,243|- 982 /]- 1,361 |- 1,386 | + 166] + 187] + 43 | + 27|- 14]/- 31 ]- 77]+2 
D Capital account: 
Direct investment: 
1 Direct investment in Canada .............005 + 650)>4 515 |+ 446 + 335 | + 215] + 127] + 6 |4+ 2 + S82)/4% 49 | + Seeieie 
2 Direct investment abroad .................00 = 50| - 80 |- 19 |- 26 - 14 —- 14 - 3/- 29 !1- 16|+ 7T/+ 2\- 
Canadian securities: 
3a Trade in outstanding bonds and deben- 
GUE OS arcane iosmnevt valnneuctomare coeaiaetorenes 4 3] + 63 /- 9/+ 16 - 13 = Erle - nt On ee 1 ~— cs 
3b Trade in outstanding common and prefer- 
CNCETSVOCHS ae rR iattescce tee + 51] + 40 | + 56 | + 120 - 17 - 61 = lee BPA © Bly) - 7 
ING WiISSIlES cain taminrann erate cinema + 447/+ #42533 /+ 381/+ 473 | + 27 | + 25 - — |+ 38 {+ 204+ 1 6 ; 
5 Ppa Ar esis TES we isc deusssctqacssetuciescciess - 265|/- 297|- 214|- 215 | - 27] - 42 = — |- 23/- 23|/- 1\/= 
Foreign securities: 
Trade in outstanding issues ..........0...... - 19 | - 5 |+ 5 | + Qf] ls 2 = = |= Lee 2) are = 
Newilssucsp. shale, 2 ui ery connec eee = 13)/= 37 | - 13 |- 18 We oe Ry en ak = -— |- 4)- 
RVOPIFOMONGS i cc tccoueescstapeecereace ens nntecevidoevers + 18 | + 9 | + 12 | + 5 = = + Ler 4 = — |+ 5 | +a 
Loans by Government of Canada: 
9 MOT AWE ES caveat ten cnoncecctudeaseeetscnaen dvvdeaasaeeete ae = = ae ed i aa a in = - 
10 Repayment of post-war loans ...........0... + 32] + 37 = = +) ei Tile =. ee 35 el Sales = - 
13 Subscriptions in gold and U.S. dollars to 
international financial agencies ............ = 3 ae 3 = = _ = = - - - = 
14 Change inCanadian dollar holdings of for- 
CURNCLS  peercrswasecct imran ueee acer ed anal + 120] - 34 | + 60 |= 93 | + 91 + 1) =© 3)]* 4/2 “AIR 2) +520 31 
16 Change in official holdings of gold, U.S. 
dollars and sterling (increase, minus) ..| + 39|- 2291+ 39 |— 9297 = |e 2D = = = - - = 
17 Other capital movements ............cscscsee + 238/+ 467/+ 285/+ 682] — 36] + 23| — g9|1- 7/4 187- 17 |= 20))=uee 
E Net capital movement ...............cccccccseeeseen + 1,243] + 982|+ 1,026 |+ 1,188 | + 59] + 51] - 9 |- 37/4 157/+ 52|+ 10] - 27% 
G Balance settled by exchange transfers ........ a Ses BRGY |S 198 | -— 225 | - 238] - 34]+ 10/]- 143|}]- 21|+ 67) + 51 
Total financing of current account balance 
(Teeny Cee ivssae oreo eee eee cscs sc + 1,243|} + 982) + 1,361] + 1,386 | - 166] - 187] - 43/- 27]+ 14/+ 31] + 77) - al 


Notes: 


a B10 Mutual Aid is not included in figures for countries or areas, but is included in total receipts and total payments with all countries. 


A minus sign indicates an outflow of capital from Canada. Some capital t i i i 
Sih oteersend coube cic ene pital transactions with other sterling area are included under the United Kingdom, 4! 


D13 eens oon Bank for Reconstruction and Development, International Monetary Fund, International Finance Corporation and International Develop 
D17 3 


Also includes balancing item representing unrecorded capital movements and errors and omissions. 
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Published by Authority of the Minister of Trade and Commerce 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


—— 


FOURTH QUARTER 1962, AND 


PRELIMINARY ESTIMATES FOR THE YEAR 1962 


Although the main outlines of Canada's balance of payments in 1962 have some features in 
common with 1961, major developments occurred during the year. In the first half of the year there 
was the rapid loss of foreign exchange holdings which led to the exchange crisis in June and to the 
series of official measures which were introduced in the second quarter with the object of stabilizing 
the international exchange value of the Canadian dollar and Canada's international transactions. In 
the first half of the year there had been net outflows of capital and a growing current account de- 
ficit. In the second half of the year, in contrast, there was a rapid restoration in official hold- 
ings of exchange accompanying large capital inflows and a contraction in the size of the current 
account deficit. 


Summary Statement 


First half Second half Year 
1961 1962 1961 1962 1961 1962 
miliions of dollars 

Merchandise trade balance ........ccceses = reo - 52 + 198 + 207 ad, Jugs. ae OP TIGNES 
Deficit on non-merchandise transactions - 623 - 643 - 532 - 360 =! i, b> - 1,003 
Brcrenteaccount) CELLTCLE. .\.%.resccre oye ouehe sce + « - 648 - 695 - 334 ales} - 982 - 848 
Capital movements: (1) 

2) gc): See ee + 456 + 11 + 334 a TAQT/ o8 7905 oes 

SHORES CE TMMLOLMNS! cclelels occ 6) 0001s os 90 0 oe + 348 a Ts: +°°73 + 610 ee a2) ero 
Special international financial assis- 

PO eral: iran ecaye cpbinsivtel vole nese - + 707 - = 347 3, gpl 1) 
Change in official holdings of gold and 

BP UCT eC TCRANG CD), aioi0!ceie:oj6'> eielole siere arene - 156 Ep aot) =) hd = 187 ee Leo a 31 


(1) Excluding change in official holdings of gold and foreign exchange and special international 
financial assistance. 


(2) Increase (-). = 


Prepared in the Balance of Payments Section ~ “ 
National Accounts and Balance of Payments DiyéSion MAD Oo 0 
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Rocer DUHAMEL, F.R.S.C., Queen's Printer and Controller of Stationery, Ottawa, 1963 


The contraction in Canada's deficit in goods and services with other countries was to $848 
million in 1962 from $982 million in 1961. Much of this change occurred in the fourth quarter of the 
year following some favourable changes in the third quarter as well. In the first half of the year 
the deficit was higher than in that part of the previous year whereas in the second half it had con- 
tracted to less than half of the level of the second half of 1961. In the fourth quarter the current 
deficit was reduced to $119 million from $272 million in the last year through the coincidence of a 
large export balance on merchandise trade and a reduction in the deficit from non-merchandise trans- 


actions. 


In the year as a whole the contraction in the deficit originated entirely in a reduction of 13 
per cent in net payments on account of non-merchandise transactions to $1,003 million in 1962 from 
$1,155 million in 1961. There was again an export balance from merchandise trade amounting to $155 
million in 1962 compared with $173 million in 1961 when adjustments are made for balance of payments 
purposes. More than two-thirds of the above improvement in the year was from the sharp contraction in 
the deficit on travel account to $50 million in 1962 from $160 million in 1961. Other significant 
contributions to the improvement resulted from a smaller deficit on account of migrants’ funds and a 
reduced volume of transfers financed by official contributions. Half of the year's improvement in the 
non-merchandise deficit occurred in the final quarter of the year with favourable changes distributed 
among each item except interest and dividends. 


With exceptionally large inflows of capital in the second half of the year a larger proportion 
of Canada's current deficit in the full year was financed by long term forms than for several years. 
The concentration of over $700 million in inflows in these forms in the second half followed the 
contrasting situation in the first half of the year when outflows offset most of the inflows in that 
period. Inflows which expanded in the second half included large borrowing through sales of new issues 


of government and corporate bonds and large inflows on direct investment particularly for the acquisi- | 


tion of Canadian enterprises. Contrasts between the half years were even greater in the area of short- 
term funds. Outflows in the first half of $273 million (apart from special international financial 
assistance) were rapidly followed by net inflows in the second and the eventual repayment of more than 
half of the special financial assistance. 


The total value of non-resident owned long-term investments in Canada continued to rise both 
through the introduction of capital from abroad and the accretion of retained earnings. The value of 
these investments, which at the end of 1960 was $22.2 billion, is estimated to have risen to about 
$23 1/2 billion at the end of 1961, and to have been approaching $25 billion at the end of 1962. There 
are other Canadian liabilities to non-residents mainly of a short-term character, and Canada, although 
on balance still a major international debtor, has very sizable public and private assets abroad in a 
variety of forms. 


Although full statistical data are not yet available the growth in Canada's "net balance of 
international indebtedness'' appears to have been smaller than the growth in external liabilities in 
long-term forms. Other Canadian liabilities increased, while Canada's assets abroad grew not only 
because of capital outflows and retained earnings but also because of the increased value of foreign 
currencies in terms of Canadian funds. 


Export balance on merchandise trade 


With expansion in economic activity in the United States and Canada and strong demands in many 
overseas areas, both sides of Canada's merchandise trade were at record levels in 1962. Increases in 
volume represented a substantial part of the gains in each case. Other major parts of the increases 
in values resulted from higher prices, the effects largely of the change in the foreign exchange value 
of the Canadian dollar. The United States dollar averaged 106.89 cents in Canadian funds in 1962, 
compared with 101.34 cents in 1961, following the stabilization of the Canadian dollar announced by the 
Minister of Finance in May. Another influence upon Canadian imports originated in the surcharges on a 


wide range of imports introduced in June, with some of these surcharges being withdrawn in the fourth 
quarter. 


The effect of trading developments in the year upon the trade balance was to retain an export 
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balance on merchandise account for the second year in succession at annual levels which were relatively 


close, $155 million in 1962 compared with $173 million in 1961. The quarterly configuration of 
balances was quite different however. In the case of exports an upward trend was generally evident 
during the year with the highest level in the fourth quarter. With imports the trend has been less 
regular and when account is taken of seasonal factors the fourth quarter showed a lower level than the 
peak level in the third quarter. As a result of high exports coinciding with a low level of imports 
there was an export balance of $138 million in the fourth quarter, more than double that in the fourth 


quarter of 1961. An analysis of imports in the fourth quarter is not yet available but the level was 


probably influenced by the high level in the preceding quarter when business inventories were built up 
in Canada on a substantial scale. 


The expansion in the volume of imports in 1962 was significantly less than the rises which 
accompanied similar upturns in Canadian economic activity in earlier cycles. This indicates more 
satisfaction of Canadian demands from Canadian production than formerly. Evidence of this is apparent 
in some areas in particular, examples of which are provided by passenger cars, iron and steel products 
and fuels. At the same time Canadian imports of other commodities over a wide range of industrial 
materials and investment and consumer goods remained exceptionally high giving rise to the unprecedented 
_ total levels in terms of value in 1962. In contrast in earlier periods of exceptionally heavy imports 
as in 1956 and 1957 import totals were swollen by an unusually large volume of steel, pipe, and many 
kinds of machinery required in large investment programmes in that period. Since then there have been 
large price increases in imported manufactured goods which have had the effect of maintaining many 
import values even though there have been declines in volume. On the other hand price increases in 
some primary commodities have been considerably less. 


The outstanding feature of Canada's export trade in 1962 was the sharp rise in exports to the 
United States and the relative stability in the total to most overseas areas. The new peak in the 
value of shipments to the United States was some 16 per cent higher than in 1961 and more than one- 
_ third larger than the average annual value in the previous decade. Increases in the year were par- 
ticularly large in exports by some of the resource industries like iron ore, petroleum and natural gas, 


_| forest products like lumber and wood pulp and metals which included nickel, copper, and aluminum. At 
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_the same time there were gains in some secondary manufactured goods of which examples are provided by 
machinery and aircraft. An important exception to these trends was uranium which again declined. 


While exports to major overseas markets like the United Kingdom and Western Europe were 
maintained, there were declines to Eastern Europe associated with a drop in wheat exports. Declines 
'in wheat exports also affected export totals to Germany, Japan and Commonwealth countries in Asia. 
There were also declines in sales of metals and some chemical products to overseas countries. On the 
other hand exports to Australia and other Commonwealth countries increased as did shipments to 

Communist China. 


‘Deficit from services and other non-merchandise items 


| A substantial 13 per cent reduction in net payments on non-merchandise transactions from 

| $15,155 million to $1,003 million was the agent that narrowed the current account deficit, as the 
export trade balance was slightly lower 
in 1962. More than 70 per cent of the 


Major Components of the Balance on amelioration in the non-merchandise 
Non-merchandise Transactions deficit was attributable to the travel 
| account, and reduced official con- 
| tributions and migrants’ funds combined 
42h} ae ae eo to account for the balance of the im- 
millions of dollars provement. Modest changes took place 
Gold production available in the balances on freight and shipping, 


interest and dividends, and gold pro- 
duction available for export, while net 


‘Travel PADENGITULES |. 2.0 6's 00: - 160 - 50 +110 payments on other current "invisible" 
| transactions were unchanged. 


ar 162 bY 2 


Ww 


‘Interest and dividends ...... - 561 - 570 o 


9 
A sharp improvement occurred in 
} 
\Freight and shipping ........ - 82 - 90 - 8 the deficit on the travel account as 
i cre the moderate deficit of $24 million 
Inheritances and migrants' with the United States in 1961 swung 
Salyer eli ae - vr" = 5. a Ss over to a sizable surplus of $90 million 
in 1962, a vigorous continuation of the 
Official contributions ...... - 56 - 32 + 24 improving course evident over the 
several preceding years. This surplus 
All other current transac- with the United States, first one since 
org ill eee FOS “Hey Harshaesgy c 1951, was brought about by a gain in 


receipts of $75 million or 17 per cent 
Balance on non-merchandise from visitors from the United States 

BEMSSECELONS . 2+ 5-0 stn sses Sap be ey Meas Uy 0 ee Se 7 during 1962, combined with a decline of 
: some $39 million in expenditures by 


aes 


Canadians travelling in the United States. The stabilization of the Canadian dollar at a lowered 
value in terms of foreign currency and the reduction about the mid-year in the privilege of duty-free 
purchases by Canadian tourists abroad were 
important factors which generated the sur- 
Travel Expenditures plus. Sharp declines in Canadian tourist 


purchases in the United States in the third 
ee re eee ee 


Change and fourth quarters accounted for a sub- 
1960 1961 1962 in 1962 stantial coi of the above reduction in 
millions of dollars Canadian expenditures. 
Receipts: 
The rapid rise since the mid-fifties 
United States ....1 375 435 Sie sn iS; in net payments of travel expenditures to 
Overseas) jli-ismisisiclere 45 47 Sf) aps! overseas countries was moderated in 1962, 
Al). countries, 3.3. 420 482 560 + 78 with a deficit of $140 million, only slightly 
more than in 1961. Travel receipts from 
Payments: overseas increased from $47 million to $50 
million while expenditures by Canadians in 
United States ..... 462 459 420 = 39 overseas countries rose from $183 million to 
OVeETSEA8:). saan culos 165 183 190 + 7 $190 million. Over all, travel receipts 
All countries, ... +. 627 642 610; a=’ 32 grew 16 per cent from $482 million to $560 
million, expenditures declined 5 per cent 
Balance: from $642 million to $610 million, and the 
1962 deficit of $50 million was less than 
United States ..... ee 0 wees hl eet OO me ata one-third of the net payments of $160 million 
Overseaswereere: (ere - 120 - 136 - 140 = 4 for 1961, and less than one quarter of the 
All countries ....- 20/7 =e LO0a e500) 24-70 peak deficit in 1960. 


A larger rise in payments than in 

receipts of interest and dividends contri- 
buted to the increase in net payments on income account from $561 million to $570 million. This annual 
gain would have been considerably larger, except for the extraordinary concentration of dividend pay- 
ments in the first quarter of 1961. The $570 million deficit represented nearly 57 per cent of the 
imbalance on "invisibles', the highest proportion since 1956 (almost 60 per cent), and compared with 
about 49 per cent in 1961. This sharp rise was attributable to the shifts in the relative importance 
of the deficits of other items, notably travel expenditures. 


The receipt of interest and dividends 


Income Account: Payments increased from $209 million to $211 million, 
with each of the two components rising 
Period Total Taterest Dividends slightly. The receipt of interest on official 
loans was $5 million lower, while the earn- 
millions of dollars ings of the exchange fund account and on 
holdings of foreign securities were up $6 
1960 653 239 414 million. At $131 million dividend receipts 
1961 770 259 Sybil remained practically unchanged, but the 
1962 781 285 496 absence in 1962 of extraordinary receipts 
from the Rest of the Sterling Area of the 
1961 IQ 204 61 143 previous year was offset by larger receipts 
II Q 174 68 106 from other areas. These higher receipts 
LEE 170 58 112 were influenced by the appreciation of 
IV7Q 222 iy 150 foreign currency in terms of the Canadian 
dollar and an increase in Canadian holdings 
1962 iQ 179 67 Liz of United States stocks. 
1 8, 205 76 129 
tit Q 163 62 101 A ten per cent increase in interest 
TVQ 234 80 154 payments from $259 million to $285 million, 


in part offset by a reduction in dividend 
payments from $511 million to $496 million 
resulted in the total of payments moving up 


from $770 million to $781 million in 1962. 


The combined effect of new issues of bonds (preponderantly corporate), retirements, trade in 
outstanding issues and tax withheld accounted for over 60 per cent of the $26 million increase in 
interest payments, while the change over the year in the foreign exchange rate of the Canadian dollar 
accounted for the rest. The $15 million decline in dividend payments was all ascribable to direct in- 
vestment dividends, which fell more than $25 million while net profits of unincorporated branches 


advanced nearly $10 million and dividend remittances on portfolio investment increased slightly. 
Reduced dividends on direct investment were concentrated in payments by companies engaged in mining 
and trade, as manufacturing firms paid larger dividends in 1962. 


In company with the increased merchandise trade, both receipts and payments on freight and 
shipping services rose in 1962. With a larger advance of over 3 per cent recorded in payments than 
in receipts of more than 2 per cent, the deficit on this account widened from $82 million to $90 
million. The 1962 deficit was about the level of 1960 but below $105 million for 1959. Higher inland 
freight, including transportation of crude petroleum to the United States, and increased expenditures 
of foreign vessels in Canadian ports, offset in part by lower Canadian shipping earnings, accounted 
for the increase in gross receipts from $486 million to $498 million. Heavier freight payments for 
imports brought in foreign vessels and also on inland transportation in the United States contributed 
to the growth in payments for freight and shipping from $568 million to $588 million. Net payments on 
freight and shipping services represented 7 and 9 per cent, respectively, of the deficit on '"invisibles'" 
in 1961 and 1962. 


Net payments of inheritances and migrants' funds were reduced substantially from $71 million 
to $39 million, as receipts climbed from $103 million to $124 million, while payments declined from 
$174 million to $163 million. Immigrants, whose arrival increased from approximately 71,700 to 74,600 
persons in 1962, and the higher per capita funds of the immigrants caused the rise in the receipts. 
The decline in payments, on the other hand, was attributable to the estimated lower emigration of 
Canadians, in particular to the United States. 


A small increase from $162 
Miscellaneous Current Transactions million to $165 million took place in 
the value of gold production available 
for export, reflecting the greater 


R 
eae re Peypruks premium on foreign exchange. 


1961 tee 1961 1962 The decline in official con- 


millions of dollars tributions from $56 million to $32 
Government, excluding million was concentrated in the aid 
official contributions iba 114 155 149 under the Colombo Plan. Included how- 
ever in the total for 1961 were wheat 
Personal and institutional shipments to India and Pakistan in 
memiataAnceSinems tiie. le. 24 26 98 91 addition to two vessels built by the 
; Canadian Government as a gift to the 
| Miscellaneous income ...... 82 102 138 143 West Indies Federation. 
| Business services ......... 185 184 399 430 _ Net payments on all other 


current transactions remained unchanged 
ee ee 403 426 790 813 at $387 million as equal increases 
occurred in receipts from $403 million 


(eee <u 987i, 020387 - - to $426 million and in payments from 


$790 million to $813 million. Because 
however of shifts in the relative 
importance of other components, the 


same deficit represented more than 33 per cent and 38 per cent, respectively, of the deficit on "in- 
_visibles" in 1961 and 1962. A sizable gain in business service payments was counterbalanced by lower 
_met payments on several other items. For government expenditure (other than official contributions) 
_ and personal and institutional remittances, receipts increased while payments declined. In contrast 


in the case of miscellaneous income a small rise in payments was outweighed by a much larger gain in 
receipts. With rising production and consumer income during 1962, business service payments, covering 
royalties, engineering and management fees, franchises, etc, to head offices and other non-residents 


_ ose some 8 per cent during the year. Interest income earned on credit sales of wheat and machinery, 


profits on official transactions in gold, compensation for sales contract cancellation, and increased 
profits of insurance companies contributed to a gain of $20 million in receipts of miscellaneous 
income. Receipts of personal and institutional remittances were up $2 million, while payments were 


down $7 million. Among government expenditures, contributions to the infrastructure programme and 
other payments to the NATO were lower in 1962, as also were contributions to the United Nations opera- 
_tions in the Congo. 


Transactions by areas 


The characteristic pattern of Canada's current account continued in 1962 although the extent 


of bilateral imbalance was reduced. In this pattern a large deficit with the United States in both 


goods and services is partly financed by a surplus from Canadian trade with overseas countries. 


This traditional course has undergone some modification over the past decade. There have been 
relatively wide variations in the balances with overseas countries while the deficit with the United 
States has remained very high by historical standards. Although this deficit with the United States 
declined in 1962 it was, at $1,116 million, much higher than in any year before 1956, with one excep- 
tion. The reduced surplus with overseas countries of $268 million in 1962, while less than $404 
million in 1961, was larger than in the years from 1957 to 1960. 


Other parts of Canada's current deficit with the United States have been financed by capital 
from overseas countries invested directly in Canada and also by capital from overseas invested through 
intermediaries in the United States. The other main source of financing has been the investing of 
capital of United States origin which over this past decade has covered more than half of Canada's 
current account deficit with that country. This was again the case in 1962 when, however, capital 
from the United States played a relatively larger role than in the decade as a whole. 


The decline of $270 million in the current account deficit with the United States from $1,386 
million to $1,116 million represented about twice the magnitude of the improvement of $134 million in 
Canada's balance of international payments with all countries. The surplus on current transactions 
with the United Kingdom continued to grow in 1962, by $26 million, while the substantial surplus of 
1961 with other countries was reduced by three-quarters to $55 million in 1962. 


A 15 per cent increase in receipts from the United States from $4,510 million to $5,183 milli 
offset by a smaller rise of nearly 7 per cent in payments from $5,896 million to $6,299 million 
produced a 20 per cent narrowing in the current deficit. This reduction with the United States, first 
since 1958, was distributed almost equally between merchandise trade and "invisible" transactions. A 
rise of more than 16 per cent in merchandise exports from $3,213 million up to $3,742 million, against 
a 10 per cent growth in imports from $3,828 million to $4,217 million, contributed to a decline of 
$140 million from $615 million to $475 million in the merchandise trade deficit. A sizable rise of 
$144 million in non-merchandise receipts from $1,297 million to $1,441 million, which was offset 
slightly by the payments rising from $2,068 million to $2,082 million, cut back the non-merchandise 
deficit from $771 million to $641 million. 


Crude petroleum exports to the United States recorded the largest individual commodity increas 
of nearly $80 million, followed by iron ore whose shipments rose more than $65 million over 1961. 
Exports of lumber and aluminum increased about $40 million each, and a gain of approximately $30 . 
million each occurred in exports of wood pulp, aircraft and natural gas; and nickel shipments were up 
nearly $20 million. Exports of uranium declined $25 million, following a drop of over $60 million in 
1961. On the basis of 9-month trade returns, imports of automobile parts and non-farm machinery were 
each about $50 million higher. 


The $130 million cut in the deficit on non-merchandise transactions with the United States was 
seven-eighths attributable to the sharp improvement in the travel account. As referred to above, a 
deficit of $24 million in 1961 was transformed to a surplus of $90 million in 1962, when receipts from 
American visitors increased $75 million, while the spending by Canadian travellers in the United 
States declined $39 million. Deficits were trimmed in more moderate proportions for migrants' funds, 
the income account and freight and shipping, while net payments on miscellaneous current transactions 
were up about 10 per cent, due mainly to business service payments. 


In transactions with the United 


Current Account Balances with Kingdom, a small decline in merchandise 
Principal Countries and Areas imports from $593 million to $575 
See en ee OS IS Rese R Ni * Se million, with exports remaining steady 
Change at $924 million, raised the surplus on 
< ies. tog, maby ol Cis te! coud 982 eb ine 962 merchandise trade from $331 million to 
millions of dollars $349 million. The deficit on non- 
merchandise transactions narrowed from 
Unitedestatesme. ..n- = = 45361) <9 1738601 1,116) otbh270 $144 million to $136 million, as a 
pa CP ea aes ee “at 187 213° + 26 slight decline in receipts was less than 
Other OECD i Amr : ties = : 11 FTimeLb a larger reduction in payments for , 
ee : 4m 3 Shedd services. Exports of barley, oilseed 
yb ee ae . is 11 eid? cake, newsprint, aluminum and products — 
apes 1,243 982 =<) $848. +1354 were up in 1962, while shipments of 
eS flaxseed, woodpulp, iron ore, nickel, 


copper and products and plastic materi 
were lower. On the basis of incomplet 
lower imports were indicated for engines, electrical goods and aircraft, — 
while imports of woollen materials, automobiles and non-farm machinery appeared to be higher in value 


trade returns for the year, 


Summary of Current Transactions with the United States, 
United Kingdom and other Countries 1961 and 1962, 
and Change between the Periods 


1961 1962 Change 1961 1962 Change 


millions of dollars 


All countries United States 
Fourth quarter 
ferchandise exports (adjusted) ........ 1,619 Lb w2k LOD 902 978 + 276 
Merchandise imports (adjusted) ........ iL )a)e) IE a)e)s' ar eee 1,018 L056 OO 
3alance on merchandise trade .......... 60 138 ap we vis) =) MAG Tis} a phe 3\o) 
Penerecurnent: Gecei pts? s.40 ORR, BO. 449 488 =ea9 293 327 Hae 
Peher ‘current payments... 6.6.6 eee eee 781 745 =043 6 544 531 - 13 
3alance on non-merchandise transactions —moS2 m2 0 aut - 251 - 204 cae cei 
MMOL OES picts ines Wid. o:6 0 84.6, gin am 88 w 6s 2,068 2,209 tp 1st 1 o 5 ESO ay JAIN) 
MTA OMEN ISS oe alive as a6 wg ie, ws Abe ease 2,340 Pa SVa8) a PTD ih or Sod + 25 
mecrent account balance *.. 2.0. RW ~“U202 a9 MESS ODOT Oe tore 
| 
Calendar year 
lerchandise exports Cadjusted)/sts%.... 5,889 6,364 se Gr) S72 S| Sa ee 29 
lerchandise imports (adjusted) ........ 55716 6,209 + 493 3,828 4,217 + 389 
jalance on merchandise trade .......... 173 155 - 18 - 615 - 475 + 140 
‘ther current receipts ..........eee0e. 1,845 1,984 ©4139 1,297 ae ab a 
Ither current paymentsS ..........eeee0+ 3,000 2,987 +) 003 2,068 2,082 + 14 
valance on non-merchandise transactions eal 155 =F leO05 ae LZ ir a s1(1 - 641 + 130 
Met EECELPLS 4... SOS LS es. Pi aes 08 CAN BE 8,348 ap (yl 4,510 5188 ae iS 
SEL epaymencs ees AO. PAN ORS 8,716 9,196 + 480 5,896 6,299 + 403 
meerent account’ balance’ 24. Oro. - 982 - 848 + 134 =. 19386... Sabyb1e + 270 
United Kingdom Other countries 
Fourth quarter 
erchandise exports (adjusted) ........ 248 249 + 1 469 494 + 25 
erchandise imports (adjusted) I 159 jL SB - 24 386 396 +5 210 
alance on merchandise trade .......... 93 118 Fa 5S) 83 98 gel 
Pe GECUGreN GE PLECELD ESWiieis  s-< Goerausleiet sie els 79 US = 4 77 86 a a 8, 
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marenitwaccount Da lane o.%, s-.ne%es siete a te ee 79 110 ae oih 16 53 OT 
Calendar year 
2rchandise exports (adjusted) ........ 924 924 - LZ 1,698 - 54 
hrchandise imports (adjusted) ........ 593 SY fe, =i LS 1s, 295 1,417 Thee 
i1lance on merchandise trade .......... 331 349 a PG 457 281 - 176 
ther current receipts ........cceeeeee 229 227 = 2 319 316 = 3 
Merrcurrent payments’ 2 a. g79 363 - 10 559 542 - 17 
ilance on non-merchandise transactions tee LAY =1'36 au 8 - 240 =A 20 ore 
\tal OCU PTO ctereteet. c otstee ts eneete iets ctonemene {e153 1RaS1 = 2 2EOK L 2,014 et 7 
OVO CB a as sca dee ss ecco sea seses 966 938 - 28 1,854 1,959 LOS 
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The $8 million reduction in the deficit on non-merchandise transactions was traced mainly to a 
moderate increase in net receipts of migrants’ funds and a smaller deficit on interest and dividends. 
The number of immigrants from the United Kingdom rose substantially, while Canadians leaving for 
Britain were fewer in 1962. Net receipts on the freight and shipping account declined slightly, anda 
small deficit on business services widened a little. 


The decline of $162 million in the surplus in transactions with other countries from $217 
million to $55 million was distributed among the Rest of the Sterling Area, other OECD countries and 
the remaining countries with about two-thirds of the deterioration concentrated in the change in the 
current balance with the third group of countries. In each of the areas, the deterioration in the 
current balance occurred mostly in merchandise trade. With the Rest of the Sterling Area and the 
"Other countries" the decline in the merchandise trade surplus was in each case moderated by a small 
improvement in the balance on non-merchandise transactions. A reduction of $24 million in official 
contributions directed to the Rest of the Sterling Area was in part offset by a fairly substantial 
decline in receipts of investment income and a slightly larger travel deficit. Individually small and 
offsetting changes occurred in non-merchandise transactions with the other OECD countries. Deficits 
increased on the income and freight accounts while government expenditures, particularly in connection 
with the NATO, were lower. A reduction in the surplus on freight and shipping with "Other countries" 
was more than counterbalanced by reduced government expenditures and increased receipts of miscellaneous 
income, including interest on credit sales of commodities. 


Substantial changes in the volume of grain exports had the effect of reducing exports to 
Czechoslovakia, the U.S.S.R. and East Germany to almost insignificant totals in 1962, but of further 
boosting exports to Mainland China. Total exports to Cuba dropped $20 million and to Japan $17 million. 


The fourth quarter 


In the final quarter of the year the current deficit was sharply reduced with a large export 
balance on merchandise account coinciding with a considerable reduction in the deficit from non- 
merchandise transactions. Each of these broad factors contributed about half of the change from the 
previous year. The resulting current account deficit of $119 million was much less than in any similar 
quarter since 1954. 


This relatively small deficit was only possible because of the size of the export balance on 
merchandise account. This balance of $138 million has rarely been exceeded in any quarter and then 
only in a few quarters in the period before 1952. Larger surpluses were produced by merchandise trade 
in the fourth quarter of 1948, 1949 and 1951. The enlargement in the merchandise balance over the 
fourth quarter of 1961 was from a larger gain in the value of exports than in imports. The coincidence 
of these changes in the fourth quarter combined to produce the large export balance; while exports were 
at a very high level, imports after allowing for seasonal variation, were much lower than in the 
previous quarter when business inventories were accumulated in Canada. Details are not yet available 
showing the commodity composition of imports in the fourth quarter. In the case of exports the largest 
part of the rise over the previous year continued to be in exports to the United States, with other 
rises distributed to various overseas destinations. 


In the non-merchandise account, a variety of changes occurred in the fourth quarter which had 
the combined effect of reducing the deficit. Many types of influence contribute to quarterly changes 
of this kind and make underlying trends difficult to isolate. For example, some major items like 
dividend transfers from subsidiaries are highly variable from quarter to quarter. Official contribu- 
tions, other government expenditures and immigrants' funds, also are subject frequently to irregular 
fluctuations. On the other hand, items like the travel account during 1962 showed a sustained im- 
provement, and the freight account tends to reflect major changes in merchandise trade. In the 
opposite direction interest payments abroad have been steadily rising as non-resident holdings of 
Canadian bonds increase, and payments for business services have increased from one year to another. 


Each of the main items among non-merchandise transactions, with the exception of interest and 
dividends, contributed to the $75 million reduction in the "invisible" deficit between the fourth 
quarters of 1961 and 1962. The travel account was responsible for roughly one-half of the improvement, 
with expenditures by Canadians abroad declining substantially in addition to higher receipts, mainly 
from visitors from the United States. A more moderate narrowing in the deficit on freight and shipping 
services occurred, as receipts gained while payments declined. Official contributions dropped some 
$12 million, and receipts of miscellaneous income rose, while payments remained fairly stable between 


the two periods. Both increased gold production and a lower deficit on migrants' funds contributed 
moderately to the reduction of the deficit. 


Net payments on interest and dividends were slightly higher as the increase in payments ex- 
ceeded that of receipts. Dividend transfers were high as is usually the case in the fourth quarter 
but not as high as in that period of 1959. The share of the non-merchandise deficit attributable to 
the income account stood at nearly 60 per cent in the fourth quarter of 1962, as compared with 45 per 
cent one year before, as the proportion originating in the travel account dropped from 12 per cent to 
3 per cent. 


The fourth quarter saw exceptionally large capital inflows for direct investment which included 
large foreign purchases of existing enterprises, a substantial volume of new issues of Canadian 
securities placed in foreign markets, and accelerated repayment to Canada of an intergovernmental loan. 
The net capital inflow in all long-term forms in the quarter amounted to $447 million, representing 
62 per cent of the total for the year. This was greatly in excess of the current account deficit of 
$119 million incurred in the fourth quarter. Other capital movements were also inwards and the reserve 
position improved by $478 million including repayment of more than half of the special assistance 
extended to Canada earlier in the year. 


Capital Movements 


First half Second half Year 
S ummary se ee ae Ses ka = f= a Te waa, =e Gee ee ae 
1961 1962 1961 1962 1961 1962 
millions of dollars 

Capital movements in long term forms ...... + 456 see + 334 ee Oh +190 +718 
Capital movements in short term forms(1) .. + 348 ~ 2/3 ++ 73 "OVO + 421 +uS a7 
Balance on goods and services ............. - 648 - 695 - 334 - T53 is I - 848 

PID EAIERO EA DOV.CM eine oo els ts cee 66s ees ee bee see ste = 95/ a OS se bs evs + 229 ae PAO) 
Special international financial assistance - +" 707 - ee 0, - 3 30) 
Change in official holdings of gold and 
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(1) Excluding change in official holdings of gold and foreign exchange and special international 
financial assistance. 
(2) Increase (-). 


The outline of Canada's balance of international payments for the year 1962 was broadly similar 
to that for 1961, although inflows of capital in both long term and short term forms contracted 
moderately as did the deficit on current account. The change in official holdings of gold and foreign 
exchange, apart from special international financial assistance, gave rise to a capital outflow of 
$207 million in 1962 compared with $229 million in 1961. 


But the general similarity of the total in the two years conceals the anatomy of the exchange 
crisis of early summer and the effects of remedial measures and other developments through the course 
of the year which stand out clearly in quarterly or semi-annual series. 


Movements of capital for direct investment, portfolio stocks and bonds, official loans, and 
other long-term investments totalled $718 million, equivalent to 85 per cent of the current account 
deficit in 1962. In 1961 these movements totalled $790 million, equivalent to 80 per cent of the 
larger current account deficit in that year. The proportions in 1955, 1959 and 1960 were smaller, 
although over the post-war period as a whole it has been about 94 per cent. 


Geographically in 1962 the movements in these forms from the United States represented about 
90 per cent of the total. In 1961 the net inward movement from the United States exceeded by a few 
percentage points the overall inflow of capital in long-term forms. The movements from the United 
Kingdom were of roughly similar magnitudes in the two years but there was a larger inflow from other 
overseas countries in 1962 in contrast to an outflow in 1961 to which the extension of trade credits 
contributed. 
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Changing Composition of Capital Movements 


1959 1960 1961 1962 1959 1960 1961 1962 
millions of dollars percentage 
Transactions with non-residents 
affecting: 
Net external long-term debt of 
Canadian governments(1l) .......-. 461 188 147 438 Sit! 15 ts 52m 
Foreign direct and portfolio in- 
vestment in Canadian concerns .. TAS WP 744 569 47 58 76 67 
Canadian long-term investments 
abroad n.i.e. (increase, -) .... - 113 - 69 - 113 - 179 - 8 - 5 - 12 = 21 
Other external liabilities, net .. 443 397 204 20 30 32 2 2 
Totalecapltal, .infilow- «+n 1,504 1 AS 982 848 100 100 100 100 


(1) Increase in holdings by non-residents of Government of Canada, provincial and municipal bonds, 
less net repayments on intergovernmental loans and subscriptions in gold and foreign currencies to 
international financial agencies. 


DIRECT INVESTMENT The net movement of foreign capital to Canada for direct investment in 
foreign-controlled enterprises during 1962 is estimated to have totalled 
$525 million, some $10 million higher than in 1961. This substantial total was exceeded only in three 
earlier post-war years, 1956, 1959 and 1960. 


Perhaps as much as a third of the movement in 1962 represented net inflows for the acquisition 
of existing concerns and interests and for refinancing, etc., having no counterpart in current new 
capital formation in Canada. This was an unusually large proportion, such inflows being more than 
four times their size in 1961. The largest part of them was related to the takeover of a number of 
petroleum enterprises and a retail chain, but there were also significant amounts to acquire major 
interests in manufacturing concerns and commercial real estate. Not all the takeovers were by non- 
residents, and the figures reflect some offsetting capital outflows whereby control of various enter- 
prises was repatriated to Canada, as well as some refinancing of foreign-controlled concerns through 
issues of securities. Apart from the direct effects of capital movements, control of a number of other 
concerns passed into non-resident hands through exchanges of stocks. And in some cases the existence 
of debt or other securities gave leverage to the capital flow, resulting in a larger increase in the 
amount of investment controlled by non-residents than the actual increase in their ownership. 


The net movement was heavily concentrated in the latter part of the year, with successive 
quarterly totals of $110 million, $80 million, $145 million and $190 million. There was accordingly 
an increase of $145 million in the second half of the year compared with the first; in 1961 there had 
been a decrease of $81 million. About two thirds of the half-year to half-year decrease in 1961, 
and all of the corresponding increase in 1962 were caused by takeovers and refinancing operations. 


Industrially the petroleum industry continued in first place in the direct investment inflows, 
although had it not been for a number of takeover transactions mining would have replaced it due tom 
continuing high inflows for iron ore development. Merchandising appears to have followed with an 
important takeover contributing to its prominence, then manufacturing where the movement as usual 


tended to be less one-sided, substantial repayments to parents offsetting a significant part of the 
other inflows. 


Geographically, direct investment inflows from overseas countries other than the United Kingdom 
increased sharply in 1962 compared with 1961. At about double their size in 1961 they accounted for 
some 20 per cent compared with 10 per cent in the earlier year. Movements from both the United States 
and the United Kingdom are estimated to have been somewhat smaller than in 1961 accounting for about 
60 per cent and less than 20 per cent respectively of the net inflow. 
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Preliminary estimates of the movement of capital for direct investment abroad indicate a net 
tflow of $100 million, compared with $80 million in 1961. The largest part of the outflow was for 
nufacturing and mining but there were also outflows to a variety of other undertakings including the 
velopment of jointly owned communication facilities. The total reflected the acquisition of some 
isting assets outside Canada. About half of the net movement was to overseas countries other than 
'e United Kingdom while a further part represented international facilities. 


SECURITY TRANSACTIONS Transactions in stocks and bonds between Canada and other countries 
were of more than usual interest in 1962 which involved the exchange 

isis in the early summer and the re-emergence in the final quarter cf the year of the Government of 

mada as a borrower in external markets for the first time since 1950. More than seven-eighths of 

e net capital inflow of $282 million which occurred from this group of transactions in 1962 arose 

| the final quarter of the year. On balance the net inflow was somewhat smaller than in 1961 when it 

talled $306 million. The total value of the transactions in 1962 was $4,620 million, which was 

re than $440 million above the previous record established in 1961. 


The proceeds of new issues of Canadian securities sold to non-residents amounted in 1962 to 

08 million, a total almost one-third higher than in 1961, exceeded only once earlier. Retirements 

| foreign-held Canadian issues at $295 million were only slightly lower than in 1961. Trade in out- 
landing Canadian securities led to a net capital outflow for the first time since 1955, as the net 
purchase from non-residents of $116 million of stocks exceeded the net sale to them of $64 million of 
itstanding bonds. All transactions in foreign securities led to a net capital outflow of $79 million 
| 1962 compared with $33 million in the previous year, as Canadians became substantial purchasers 
ticularly of United States stocks. Compared with 1961, the proceeds of sales to non-residents of 

iw issues of Canadian securities rose by $175 million, the balance of trade in outstanding stocks 

ved in the opposite direction by $156 million and there was also an increase of $46 million in the 
itflow for the acquisition of foreign securities. These were the principal changes contributing to 
net decline of $24 million in the balance from all transactions in bonds and stocks between Canada 

d other countries. 


In 1962 foreign savings supplied a somewhat larger part of the new money raised by Canadians 
capital markets than in either 1960 or 1961. A foreign placement by the Government of Canada in 

e fall of the year, its first recourse to markets outside Canada for more than a decade, brought 

2 net acquisition by non-residents of Government direct and guaranteed issues to about 23 per cent 
| the net new supply of these securities. This compared with about 7 per cent in 1961, although the 
ads raised by the Government were in total very much smaller in the more recent year. 


The net acquisitions by non-residents of provincial, municipal, and corporate securities were 
aivalent to about 16 per cent of the net new supply. This was about the level which prevailed in 

2 two preceding years, although from 1956 through 1959 the percentages were much higher. 

Foreign savings invested in provincial securities were equal to 21 per cent of the net new 

oply in 1962 compared with 4 per cent in 1961 and 8 per cent in 1960; the sharp increase in 1962 
particularly striking since net borrowing by provinces fell more than 25 per cent. Foreign invest- 
iat in municipals equalled 27 per cent of net new issues in 1962 compared with only 5 per cent of the 
newhat smaller new supply in 1961. In the case of corporation securities, on the other hand, net 
quisitions by non-residents fell to only 7 per cent of the net new supply in 1962 compared with 

out 37 per cent in 1961. This change was almost entirely the result of the sharp swing in the 
rection of trade in outstanding stocks referred to earlier. Taking corporate and institutional 

ads and debentures alone, the net acquisition by non-residents in 1962 fell just short of half of the 
bE new supply, a proportion slightly smaller than in 1961 but very much larger than was the case even 
rough the boom years, although if some unusual refinancing transactions were excluded the proportion 
ald be reduced to about 22 per cent. 


While the balance of $64 million from trade in outstanding Canadian bonds and debentures in 
52 was only $1 million higher than in 1961, the proportion arising from transactions in Government 
Canada direct and guaranteed issues was smaller, and that arising from transactions in provincial 
d municipal issues was larger. Residents of the United States bought outstanding Canadian bonds 
ring 1962 and residents of overseas countries were sellers, although in smaller amounts. This 
ttern was the same as prevailed in 1961. 


» 
" 


The very large capital export represented by the net repatriation of $116 million outstanding 
aadian common and preferred stocks was the first arising from this type of transaction since 1950 
iwas the largest on record representing a change of $156 million from the net sales of $40 million 
tech occurred in 1961. 
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Portfolio Security Transactions Between Canada and Although residents of 
Other Countries, 1962 overseas countries have been, on 


balance, reducing their holdings 
apm Pps Dec a. at Gel s Lae 3 eee ee eee 


Net sales (+) or purchases yf Il lil Iv Yaar of Canadian stocks through sales 
-) by Canadians of outstanding issues since mid- 
millions of dollars 1960, residents of the United State 
Canadian securities: became net sellers only in the 
second quarter of 1962. 
Outstanding - Bonds ... ad: witiensG wir 39h et nd2Ga" tt 64 
Stocks .. mit. Coo) G4 paa9260) sas 2, eM ILEG There were capital out- 
NeWeLSSUCS Weise + cists uetene +552 ~ -+y200" “4787 $8369 43,705 flows from trade in outstanding 
Retirements.) <0 serene - 70 - 68 - 48 - 109 - 295 Canadian stocks each quarter of 
1962, the outflow reaching a peak 
Foreign securities: of $44 million in the second 
quarter. On the other hand, trade 
Outstanding issues .... = 32 =~) 387 =-=592)7= Dp. /Pseds in outstanding Canadian bonds 
New 1Ssues .4...sse0%%s + 2 mr 2 Ram BS eae - 16 gave rise to only small balances 
Retirements <0 2c... toe oe ee ae Ye ey Se AG, in the first and second quarters 
of the year, but led to marked in- — 
Total - All countries - 64 + 56 + 43 + 247 +) 282 flows of capital in the third and a 
= Sul Sati Fal St) White Laliaes | fourth quarters when non-residents 
UnitediStates. 2.26. 2.% 65) Sete SLOG ereGhe gt o202 Tereaos showed substantial interest par- 
United tne d omimcrete erate. a ley, - 39 =) Sae= mee = 0) ticularly in Government of Canada 
Other ‘countries +. ..c.0=.. - 15 - 46 =) Se .-ail4ioss 83 issues. 


The inflow to Canada of 

$708 million of foreign capital 
through the sale to non-residents of new issues of Canadian securities in 1962 included $323 million 
from the sale of new corporate issues. This was $60 million lower than in 1961 although it included 
$125 million of new borrowing to refinance other forms of external indebtedness. Apart from these 
special refinancing transactions the total for 1962 was of the same general order of magnitude as in m 
1959 and 1960. Government of Canada issues came next, totalling $155 million which included $135 iy 
million, representing the Canadian dollar equivalent of $125 million in United States funds, the a 
delivered portion of the placement with institutions there of a $250 million issue. Sales to non- 
residents of new provincial government direct and guaranteed issues produced $143 million and municipal 
issues produced $87 million. 


Some special interest attaches to 


Net Sales of Outstanding Canadian Stocks the quarterly distribution of the capital 
to Non-residents inflows from sales to non-residents of new 
issues. In the first quarter of 1962 the 
United Other total proceeds amounted to only $52 million, 
ee = aocee States countries and in the second quarter to only $75 million, 
millions of dollars apart from the special refinancing issues 
of $125 million. Coincidentally with the 
1961 1g (0) 13 21 5 exchange difficulties experienced in the 
iki (0) 32 45 - 13 second quarter yields on Canadian securities 
1EIEIE AO) - 22 - 22 rose and the differential between rates in 
IV Q - 5 32 - 37 Canada and in the United States widened 
sharply. In the third quarter the proceeds 
1962 T*Q - 14 15 =99 of new issues rose to $87 million, and in 
II Q - 44 = 3 - 4 the fourth quarter to $369 million including — 
LITO - 26 - 6 - 20 the $135 million borrowed in the United 
EV2Q - 32 - 18 - 14 States by the Government of Canada. The 


delay in response to the changes in the 
interest differentials, despite indications 
that some increased borrowing abroad was 
appropriate for Canada in the light of the exchange position, probably reflected in part the time 
required for potential borrowers and lenders to reappraise the situation and to complete legal and 
other arrangements for flotations, as well possibly as the seasonally reduced activity in the capital 
market frequently typical of the summer quarter. There were some issues offered in the third quarter 
for delivery in the fourth. Yet another factor may have been the lead given by the major placement 

in the United States by the Government of Canada in the latter part of the third quarter. 
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Retirements of foreign-held Canadian securities totalling about $295 million in 1962 were of 
oughly the same size as in 1961, although the composition was somewhat different. The total included 
36 million of Government of Canada direct and guaranteed obligations, $52 million of provincial and 
anicipal securities and $157 million of corporate issues, including $33 million of stocks retired 
rom the market through redemption, negotiated purchases, etc. Since retirements required by the 
peration of sinking funds are often satisfied through the surrender of bonds acquired in the market, 
me repurchases of outstanding issues in effect also represent debt retirement. Rising payments for 
2tirements are to be expected with the increasing amounts of debt of Canadians held by non-residents. 
ie retirements of bonds and debentures in 1962 represented less than 1/25th of the debt held by non- 
2sidents. 


| Net purchases from non-residents of $83 million of outstanding foreign securities included 
'9 million of foreign stocks. The quarterly pattern of trading showed the same tendency for strong 
atflows in the first half of the year typical of trade in outstanding issues. Canadians in 1962 
iso purchased $16 million of new foreign securities. This was somewhat smaller than the outflow of 
37 million which occurred in 1961 when the Commonwealth of Australia offered Canadian dollar bonds 
i the Canadian capital market. Most of the purchases by Canadians in 1962 were bonds or stocks of 
he United States and of Israel. Retirements of Canadian-held foreign securities in 1962 were ex- 
eptionally high at $20 million and included mainly investments in the United States, although there 
ns also a scattering of issues of other countries and of international financial organizations. 


| 


The over-all movement of portfolio security capital to Canada came in 1962, as it did in the 

vo years immediately preceding, entirely from the United States. Inflows from that country amounted 
$455 million, compared with $447 million in 1961 and $218 million in 1960. The movement included 

1t sales of $524 million of Canadian securities, comprising $83 million of outstanding bonds and $674 
llion of new issues, offset by net repurchases of $12 million of outstanding stocks and by retire- 
mts of $221 million of foreign-held issues. Transactions with the United States in foreign securities 
jd to a capital outflow of $69 million. 


\ 


Security transactions with the United Kingdom in 1962 led to a capital outflow of $90 million. 

| 1961 there was a net outflow of $101 million and in 1960 one of $32 million. These net annual 
patriations of British portfolio investment from Canada occurring in 1960 and the years since were 

'e first to appear since 1952. The outflow in 1962 took the form of net repurchases by Canadians of 

5 million of outstanding Canadian stocks, retirements of $42 million of United Kingdom-owned 

nadian bonds and stocks, and net purchases by Canadians of $2 million of British securities, partially 
fset by sales of $18 million of new Canadian issues and $1 million of outstanding Canadian bonds. 


| The outflow to other overseas countries rose sharply to $83 million in 1962 compared with $40 
llion in 1961 and large inflows in earlier years which reached a peak of $120 million in 1959. 
ntributing to the outflow were repurchases of $39 million of outstanding Canadian stocks, $20 million 
| outstanding Canadian bonds, retirements of $32 million of foreign-held Canadian issues and purchases 
Canadians of $8 million of foreign securities. Against these outward movements were the inflows 
sulting from the sale to residents of those countries of $16 million of new Canadian issues. 


A more extended review of international security movements in 1962 will be found in the 
cember issue of "Sales and Purchases of Securities Between Canada and other countries". (DBS 
talogue No. 67-002). 


Interest rates in Canada rose slightly over 1962 while those in the United States declined. 
e result was an increase in the differential. The yield on Government of Canada 3 3/4's of 1978 
se slightly over the year by 11 base points to 5.07 per cent, while over the same period the yield 
| the roughly comparable United States Government 3 1/4's of 1983 declined by some 27 base points to 
84 per cent. The differential for the last Wednesday of each month varied between 83 base points 
_January and 152 base points in August. By December it had declined to 123 base points. 


In 1961 the differential varied between 136 base points in January and 85 base points in 
cember. Yield differentials between central government issues may not be the most appropriate 
mparison for. the analysis of international security transactions. Markets for these obligations at 
nes reflect special local domestic monetary and fiscal situations. It might be suggested that an 
vestor may give to the securities of his own central government a specially preferred position and 
y equate for his own purposes the securities of a foreign central government with those of a high 
ade junior government or corporation. Special tax considerations in the United States add to the 
fficulty of comparisons. 
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Yields on Representative The monthly average of common stock 
Long Term Government Bonds prices in Canada in December, 1962 (as 
measured by the Dominion Bureau of Statistic 
Investors Index published in "Prices and 
BEDE Canada(1) Umites Differential res P 


Wednesda States(2 Price Indexes", Catalogue No. 62-002) was 


about 11 per cent lower than in December, 


1960 Dec. ... 5-41 3.80 1.61 1961. Prices in the United States as 
measured by Standard and Poor's ''500'' Index 
1961 Mar. 5.18 3.80 1.38 fell in a similar comparison by about 13 
June .. 4.99 3.97 1.02 per cent. In contrast sharp rises of about 
Sept. 5.02 4.03 “99 27 per cent were enjoyed in each country in 
Dec. 4.96 4.11 -85 the previous year. 
1962 Mar. . 4.86 3.99 -87 The roughly parallel movement in 
June ... 5.23 3.91 1.32 stock prices in the two countries over the 
Sept. 5.38 3.91 1.47 year mirrors the similarity of market in- . 
Dec. 5-07 3.84 1.23 fluences as well as the existence of inter- 
EE Se ae ee ee ee ee ee listed issues. Over the course of the year, . 
(1) 3 3/4/15 Jan. 75-78 however, United States prices tended to be 


(2) 3 1/4/15 June 78-83 lower relatively to those in Canada, compared ~ 
to the levels in December 1961, even after ~~ 
taking into account the increased exchange 

value of the United States dollar. While the significance of differences in the indexes is limited, 

nevertheless the outflows of capital for the purchase of Canadian and foreign stocks by residents 

from non-residents were consistent with these price relationships. Gross sales to non-residents of 

over $690 million of outstanding Canadian stocks were about $40 million lower than in 1961 and amounted 

to slightly less than one-fifth of the value of shares traded on the principal exchanges in Canada. 


This proportion was somewhat smaller than in either 1960 or 1961. 


Apart from the pervasive effect of 


Price of United States Stocks in terms of the devaluation of the Canadian dollar and 
Canadian Stocks the establishment of a par value for it in 
terms of United States funds, there were a 
Yoar Month At Cdn. $1 = At market number of other influences of possible re- 
Waid Sil exchange rate levance to international security movements 
in 1962. Among them were recent or antici- 
1961 December 100 100 pated extensions of provincial utilities 
1962 March 98 99 through the acquisition of privately-owned 
June 94 98 firms, a wide variety of take-overs, spin- 
September 96 99 offs, and similar corporate changes affecting 
December 98 101 non-residents in greater or less degree, 
political uncertainty, and some contraction 
Based on ''DBS Investors" and "Standard and Poor's of investment in Canada by the special in- 
500" Indexes. come accumulating funds established some 


years ago to facilitate United States port- 
folio investment in Canada. Actual or 
anticipated tax changes in the United States 
may also have motivated some transactions, and the exchange crisis of mid-1962 together with the 
subsequent stabilization of the Canadian position no doubt also played a part. 


a 


OFFICIAL TRANSACTIONS Canadian Government aid abroad in 1962 took the form largely of payment 
of the regular assessments from international agencies of which Canada 
is a member, official contributions, and guarantees of credit provided directly or indirectly from 
private sources. Only the latter transactions which give rise to claims on non-residents are reflected 
in the capital account, assessments and contributions forming a part of Canada's current payments. 


Additionally Canada subscribed $7 million for bonds of the United Nations, together with $1 
million in foreign currency and $49 million in Canadian funds to international financial agencies. 


The Canadian dollar payments were largely offset by increased short-term Canadian dollar liabilities 
to these institutions and are discussed later. 


aa 

There were no direct loans made by the Government of Canada to other national governments in , 

1962. Repayments, however, totalled some $129 million, including the normal amortization as well as 
accelerated prepayments of $67.6 million by France in the third quarter and of $32.1 million by the 
Netherlands in the final quarter; France also made accelerated repayments on loans from the United 
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States. Other countries from whom there were receipts included the United Kingdom, India, Belgium 
and Ceylon. Total loan repayments to Canada by national governments aggregated $10 million in the 
first half of the year and $119 million in the latter half when the net effect of accelerated repay- 
ments was $91 million. In addition to these principal repayments, there were receipts of $27 million 
on account of interest in 1962; these are a part of the item in the current account covering Canada's 
receipts from interest and dividends. 


The export of capital represented by the growth of Canada's official gold and foreign exchange 
holdings over the course of 1962 totalled $537 million, or $207 million apart from the effects of 
special international financial assistance made available to Canada during the year. From a month-end 
peak of $2,111 million in terms of United States funds at the end of October 1961, Canada's official 
holdings of gold and United States dollars declined for seven successive months to $1,493 million at 
the end of May 1962. A precipitate decline in June brought official holdings to approximately $1,100 
million. 


The exchange crisis in the second 


Official Holdings of quarter was the occasion for massive in- 
Gold and United States dollars ternational assistance to Canada. It took 
| the form of a drawing from the International 
End S Raount Change Monetary Fund of various foreign currencies 
in period equivalent to $300 million in United States 
| millions of U.S.A. dollars funds, and of reciprocal currency arrange- 
| ments entered into with the Federal Re- 
1961 1k, (0) 15935 + 106 serve System in the United States and with 
| ere Q) 1,985 <p 310) the Bank of England under which $250 million 
=i ga) 1,924 - 61 and $100 million respectively in terms of 
IV Q 2 ODO =p 116) United States funds were made available to 
| Canada. In all, this aid amounted to a 
1962 I Q 1,709 - 346 credit of $707 million in terms of Canadian 
Te @ 1,809* + 99 funds in the second quarter. A $400 million 
TTI?R 2,445* + 036 line of credit provided by the Export-Import 
IV Q 2,539%** ae tS} Bank of Washington was not used. 
_* Includes (+) 650 special international financial Late in the third quarter of the 
assistance. year the Government of Canada sold to in- 
|** Includes (+) 300 special international financial stitutions in the United States an issue of 
| assistance. $250 million of United States dollar 5% 


25 year bonds. Half of this amount was made 
available in the fourth quarter and is 
recorded among new issues of Canadian securities sold to non-residents. (Also included with the data 
covering portfolio security transactions are trade with non-residents in outstanding Government of 
Canada issues, acquisitions by non-residents of new Government issues payable in Canadian dollars 
‘which were publicly offered in Canada, and retirements of foreign-held issues.) The remaining half 
was delivered early in 1963. 


With the restoration of confidence and the growth of Canada's official holdings of gold and 
foreign exchange, the reciprocal currency arrangements were undone in the final quarter of 1962 and 
$350 million in United States funds, having a Canadian dollar equivalent of $377 million, was returned 
to the United States and the United Kingdom. 


| A more detailed description of the development of the exchange crisis and of the measures 
adopted by the Government will be found in the quarterly reports for the period. Information tabled 
in the House of Commons since that time has made known the detail and extent of forward operations 
entered into on behalf of the Exchange Fund Account during the period of crisis. At June 22 there 
‘were net forward sale commitments of $239 million in United States funds; on the same date official 
holdings of gold and United States dollars amounted to $1,215 million in United States funds. 


| From their low point in June 1962 the official holdings of gold and United States dollars rose 
rapidly to $1,159 million at the end of the month, $1,795 million at the end of the third quarter and 
$2,239 million by the end of the year, expressed in United States funds and after deduction of the 
special international financial assistance outstanding in the amount of $650 million at the end of the 
second and third quarters, and $300 million at the end of the fourth. 


| The capital movements represented by changes in Canada's official holdings of gold and foreign 
exchange (which include minor variations of working balances of sterling as well as reserves of gold 
and United States dollars), combined with the effects of special international financial assistance, 
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were inflows of $364 million and $593 million in the first and second quarters, as Canada made use of 
some $957 million of these external assets. Outflows of $686 million and $478 million occurred in 
the third and fourth quarters, a total of $1,164 million in the last half of the year, as Canada's 


official exchange position was restored. 


Other capital movements in which the Government of Canada was directly associated include 
transactions in Canadian treasury bills, Canadian dollar transactions with international financial 
agencies, and export credits. These are discussed in the following section. 


OTHER CAPITAL MOVEMENTS Canadian dollar holdings of non-residents were reduced by about $28 
million over the year. The accompanying statement shows the divergent 
patterns of movements in Canadian treasury bills and in deposit obligations largely making up the 
total. 


Over the year as a whole residents 


Change in Canadian dollar holdings of the United States added about $21 million 
of foreigners to their holdings in these forms of Canadian 
dollars, while residents of the United King- 
Treasury Deposits dom and of other overseas countries each 
apes pone Ss etc. reduced their holdings. There were large 
millions of dollars movements particularly from the United States 
into Canadian treasury bills in the first 
1961 Ms Tee. Ge) =958 half, which more than offset the drawing 
Il ny le + 3 down of deposits in this period. Although 
Tit Sel = 34 + 33 sharp run-downs occurred in the final quarter 
IV + 44 + 18 + 26 in treasury bill holdings by residents of 
the United States, the United Kingdom and > 
1962 I =po2 +18 = 30 other overseas countries, increases in de- 
II + 34 + 50 = 116 posits by residents of each of these areas 
IIl =a. ae) ao were large enough to offset them, and the 
IV + 24 GL so eele) total holdings by residents of each of these 


areas rose. 


Total non-resident holdings at the end of 
1962 were about $540 million including about $340 million of holdings by residents of the United 
States. These movements and balances are apart from the holdings of international financial agencies 
which are included elsewhere in the capital account. 


The figures shown for non-resident holdings of treasury bills are the results of the gross 
sale during the year of about $460 million, which was substantially higher than the total of $375 
million sold to non-residents during 1961. Most of the bills acquired in any year naturally matured 
or were repurchased by Canadians within the same year. 


Yields on 91 day Canadian treasury bills moved through a range in 1962 which was more than 
double that in 1961. The average tender rate was at its low point of 3.04 per cent in the second 
week of April and reached a high of 5.51 per cent in the third week of July. During 1961 the yield 
ranged between 2.26 per cent and 3.34 per cent. Yields on the corresponding United States treasury 
bills showed greater stability and the range from 2.64 per cent to 2.95 per cent through 1962 was 
narrower than in 1961. Throughout the year the Canadian yield remained above its United States counter- 
part. The narrowest differentials, occurring in the early months of the year, were never less than 
one-quarter of one per cent, widening to a peak of 2.65 per cent by mid-year and remaining in excess 


of 2 per cent during the third quarter. By the close of the year the differential was just over one 
per cent. 


Forward exchange cover for United States dollars was generally more costly during 1962 than 
in 1961, reducing the net nominal yield differential (adjusted for the cost of exchange protection) 
to less than one per cent throughout the year. The maximum protected differential was about 0.80 
per cent at the end of June and in 38 of 52 Thursdays during the year the differential was one-half 
of one per cent or less. Theoretically movements of interest arbitrage capital may be expected to 
continue to a point where the cost of exchange protection offsets any remaining interest differential. 
In practice nominal differentials may be too narrow to motivate actual transactions. Not all purchases 
by non-residents of treasury bills are hedged by forward exchange contracts. Some investors may ‘ 
choose to accept the risk of exchange rate fluctuations; others may have an ultimate use for the q 
currency and may therefore not be concerned with the repatriation of the proceeds of maturing bills. 4 
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Among the group of "other capital movements" for which detail is given in a supplementary 
atement were Canadian dollar payments aggregating $49 million made by Canada to international 
aancial agencies. This total included $34 million and $7 million representing adjustments required 
maintain the gold value respectively of Canada's quota in the International Monetary Fund and sub- 
ription to the International Bank for Reconstruction and Development, and $8 million covering the 
qaadian dollar subscription due in 1962 to the International Development Association. 


Composition of "Other Capital Movements" 


19615 1962 1961 1962 


Year Year Fourth First Second Third Fourth 


| quarter quarter quarter quarter quarter 
millions of dollars 


‘“auansactions with all countries: 


international financial agencies(1) 


Canadian dollar subscriptions ..... - 17 - 49 ts} = ay sly = 7 - 8 
Short-term Canadian dollar holdings - 43 98 7 oie! 54(2) 1 10 
ther long-term capital transactions EK) 22 6 peeled. 26 aes 


bank balances and other short-term 
_ funds abroad (excluding official 
SAR ORKAGN aE Set RR er eee ean ils 78 WZ. 49 - 245 257 17 


sorrowings from non-residents by 
finance companies, and non-resident 
holdings of commercial paper ...... 2 140 19 28 25 35 ae 
,11 other transactions including 
changes in loans and accounts 
receivable and payable(3) ......... 290 98 139 = 112 - 73 228 55 


TE Oa OE yp es ce ee 467 Aa) 251 a =. 318 540 111 


_ International Bank for Reconstruction and Development, International Monetary Fund, and Inter- 

national Development Association. 

i Excludes counterpart of special financial assistance to Canada which is included in D 15. 

Includes also balancing item representing difference between direct measurements of current and 

capital accounts. 

‘ES: The figures in this statement are based on incomplete data, and make use in some cases of 
statistics compiled in other countries. The items are therefore subject to greater possible 
error than others in the balance of payments statement. 

A minus sign indicates an outflow of capital from Canada. 


| Short-term Canadian dollar holdings of international financial agencies rose by $98 million 
wrt from the Canadian counterpart of the drawing by Canada from the IMF in the second quarter of 
00 million in terms of United States funds. The total included $86 million in respect of the IMF, 
4 million in respect of the IBRD and $8 million in respect of the IDA. 


The net capital inflow from this group of transactions with international financial agencies, 
» $49 million. Most of this reflected repayments of Canadian dollars to the IMF, from Australia in 
+ first quarter and the United Kingdom in the second, equivalent to $10 million and $40 million in 
It.ted States funds respectively. 


Other long-term capital transactions shown in the supplementary statement gave rise to a net 
rital outflow of $110 million in 1962 compared with a net inflow of $12 million in 1961. On balance 
» item largely reflected repayment of bank loans which were financed from the sale to non-residents 
4a new corporate bond issue. Other long-term capital transactions, whose net effect was small, 
itluded transfers by insurance companies, the net extension of medium and long-term export credits, 
ments under the stretch-out agreements for uranium production, and a variety of bank loans. 


- 
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Changes in private and chartered bank holdings of foreign currency, bank balances and other 
short-term funds abroad led to a net capital inflow of $78 million over 1962, following one of $113 
million in 1961. With two exceptions there were outflows of Canadian capital to increase foreign 
currency positions in each earlier year since World War II, and year-end holdings reached a peak of 
about $1.2 billion in 1960. There were dramatic changes in this type of capital movement during 1962. 
An inward capital movement of $49 million in the first quarter swung to an outflow of $245 million in 
the second as the private sector greatly increased its exchange position. With the restoration of 
confidence this position was sharply reduced, giving rise to capital inflows of $257 million and $17 
million in the third and fourth quarters respectively. The movements of Canadian-owned bank balances 
and other short-term funds in foreign currencies in the second and third quarters were unprecedented 
in size. 


Resources made available to Canada through borrowings from non-residents by finance companies 
and the sale of commercial and finance paper amounted to $140 million, compared with $112 million in 
1961. Both these figures set new records. 


The net export credits extended by Canada directly or indirectly under guarantee or at risk of 
the Government of Canada, as measured for balance of payments purposes, amounted to about $95 million 
in 1962 compared with $130 million in 1961. The net capital outflows originating from these trade 
credits are smaller because some paper is rediscounted with non-residents or into Canadian banking 
assets abroad, while additional amounts are financed by borrowing abroad; these types of financing 
are estimated to have accounted for about three-quarters of the total in 1962 and about two-fifths in 
1961. The remaining net movements appear in the items of "other capital movements' appropriate to 
their term. 


In addition to the short-term element of export credits, the final category of "all other 
capital movements'' includes a wide variety of changes in other loans and accounts receivable and 
payable and the balancing item representing the difference between direct measurements of the current 
and capital accounts. The net balance from these items in 1962 was an inflow of $98 million, made up 
of outflows aggregating $185 million in the first half of the year and inflows of $283 million in the 
second. 


EXCHANGE RATE A new level for the Canadian dollar was established on the international ex- 
change markets during 1962. The last quotation for the United States dollar 
reported on transactions between banks in the Canadian exchange market was 107.72 cents. At the end 

of 1961 it was 104.34 cents, rising by the end of the first quarter of 1962 to 105.00 cents. From 
January through April when the demand for 
foreign exchange exceeded the supply, the 

Government provided a substantial volume of 
United States Dollar in Canada United States dollars to the market at a 

price of about $1.05. On May 2 the Minister 


Period High cag Close Noon of Finance announced the formal establishment, | 
average with the concurrence of the International 
Canadian cents Monetary Fund, of the international exchange 
rate of the Canadian dollar at 92 1/2 cents 
1961 HQ 99.69 98.25 98.91 98.99 in terms of United States currency which the 
Ie 19, 105253 98.59. "103250 99.42 Government of Canada undertook to maintain 
III Q 104.00 103.00 103.00 103.21 within the normal margin of one per cent on 
IV Q 104.37. 103.00 104.34 103.61 either side. The rate for the United States 
dollar in Canada reached a high of 109.00 
1962 I Q 105.03 104.34 105.00 104.77 cents in May and again in June but, follow- 
TI..0 109.00 104.87 108.19 107.42 ing the measures taken at that time, it fell 
IME (0, 108.19 107.66 107.66 107.78 to 108.19 cents at the end of the month. 
A ta 8 107-5. 107.53 107.72 107.63 In the third quarter the trading range was 
Pia Rieti Ei Tk EE AN eM bo at ET ti kt Ay Sena! 0.53 cents and the United States dollar 


closed at 107.66 cents. In the final quarter 
of the year the trading range was only 0.28 
cents and the closing quotation for the United States dollar was 107.72 cents. 


The Canadian Balance of International Payments and International Investment Position 


The annual DBS report, "The Canadian Balance of International Payments 1962 and International 
Investment Position," (Catalogue No. 67-201) will provide greater detail and analysis of the trans- 


actions outlined in this report, as well as recent estimates of foreign investment in Canada and of 
Canadian investment abroad. 


{ 


TABLE 1. Current and Capital Account of the Canadian Balance of International Payments, 1960 and 1961 


Note: This table, to be included in the annual report for 1961, contains revisions made since the third quarter report to lines D17, E and G for the United 
States and for ‘‘all other countries’’ for 1961. 


All 
countries 


| 1960 | 1961” 


United 


Other sterling 
Kingdom 


area 


Other OEEC 
countries 


All other 
countries 


1960 | 1961° 


Account 


1960 | 1961” 1960 | 1961” 


millions of dollars 


1960 | 1961” 


A Current receipts: 
1 Merchandise exports (adjusted) 5, 392 5,889 3, 040 3,210 924 924 340 331 591 618 497 803 
2 Mutual Aid to NATO countries 43 35 sie 38 oF ee ate ar ote oe ae 4K 
3 Gold production available for export ........ 162 162 162 162 = = = east = = sa = 
4 SPRAVEINECXDCNGICULCS. focceci..cossnessacsosecPiwclveses ns 420 482 375 435 20 2a 6 7 13 13 6 6 
5 Interest and dividends 173 209 102 109 32 34 18 43 12 13 9 10 
6 SLE ANG SHIPPING oo. .oc.ceco-ssccvvergerecs none soe 442 486 220 230 93 100 31 Oy 57 67 41 62 
1 Inheritances and immigrants’ funds .......... 102 103 50 51 26 25 6 6 15 15 5 6 
11 AM Other Current TeCeIpPts, .............dredeeverecens 419 403 330 310 50 49 8 10 i9 21 12 13 
12 Total current receipts ................0 ce 7,153 | 7,769 | 4,279 | 4,510 | 1,145 | 1,153 409 | 424 | 707| 747] 570] 900 
B Current payments: 
1 Merchandise imports (adjusted) .............0.. 5,540 5, 716 35713 3,828 611 593 284 298 371 416 561 581 
4 PPrAVEMEXDENGIVULES Parre..10-..0cscattstestwest eee: 627 642 462 459 70 ria 14 21 65 72 16 19 
5 Mnterest and Gividends® <........:....isccssenntes 653 770 531 642 83 86 i 1 36 39 2 2 
6 PUPCIP DEAN, SHIPPING fm. sc. 6008. csvccanck de tienseas os 533 568 324 333 89 93 4 4 99 114 17 24 
1 Inheritances and emigrants’ funds ............ 181 174 141 134 25 23 Z 4 11 il 2 
9 RPRTLCIA by CONUTIDULLONS ec... cic dise.00s steers es ecece 61 56 = = 3 _ 42 49 4 1 12 
10 | Mutual Aid to NATO countries ........00...... 43 35 aye ae ap aa 49 ie ie oe ae his 
11 All other current payments ..................0002 758 790 469 500 98 100 19 20 135 125 37 45 
12 Total current payments ................ee 8, 396 8, 751 5, 640 5, 896 979 966 366 397 721 178 647 679 
Balance on merchandise trade ...............ces = 148 | + 173 |}- 673 /- 615 | + 313] + 331 56. | eco | t+ ae0el t20e |—) (64545 222 
Balance on other transactions, excluding B9| - 1,034|- 1,099 |- 688 |- 771 | - 144] - 144] + 29 /+ 43 |- 230 |- 232 |- 1+ 5 
OERICIAUCONUTIDULIONS® «ic... ..0.-<.ce 500. cass deargese-dt-- a 61] - 56 = _ cp Oks} _ =F) a 9) ie a ee 2a 
Cc Current account balance ......................ceee ~ 1,243|- 982 |- 1,361 | - 1,386 + 166 | + 187 | + 43 | + 27 )/- 14/- 31 |- 77] + 221 
D Capital account: 
Direct investment: 
1 Direct investment in Canada .................. + 6501+  515-|+ 446 | + 335 | + 115 | + 127 + 6 |+ 21+ 821+ 49} + 1|+ 2 
2 Direct investment abroad ...................0.. - 50/| - 80 |- 19 |- OG han 4a das Silies 290 AG Te 2) iS 
Canadian securities: 
3a Trade in outstanding bonds and deben- < 
TPES a tell 5 ae eR ea + 3| + 63 |- 9 |+ i Te SBI ce es - split cos | Pa od Song a 
3b Trade in outstanding common and prefer- 
HCE TSCOC KS Mths chest tobe eel cles + 51] + 40 | + Rep aige PAN Wom betes. (sil - = | need a celia) = = 
4 IN CWEIS SUC een fs occs-Seaxctvscua ects. + 447/+ 533 /+ 381 A730 \ectee oT |e ee _ =e S820) |e + 1S 
5 VCUILCIMENLS MO 7... SUG sae brs: SA taseaee 03 =e 265 >> 2207 |= 2147 )(—= “8215 |) merlin in 2 142 _ | SMe | oe MAR | ae aclu 
Foreign securities: 
6 Trade in outstanding issues ............0.... = 19) - 5 \+ 5 | + Ghee On; be 59 — seo ee ee | <> ieee 8! = 
| INEGI SSG CNS on See =) a oe - 18 | - 37 | - 13 |- 18 - 20 ae BRA io es} - cot tae OT 
8 PVCHIFCHIONGS MCR Boo Acacias... nf 18 | + 9 |+ 12 | + 5 _ =—H5S.4 L/+ 2 = ee he io hk 
Loans by Government of Canada: 
9 Dh UIeV aS) gee nei, * BS Se enn Arse eae RAE = = — - — | = = = Z a a oe 
10 Repayment of post-war loans .................. + 32| + 37 = = + yl + BAe —w tas 5 | + 1b jit 15 = = 
13 Subscriptions in gold and U.S. dollars to 
international financial agencies ............ = 3 = |= 3 — — = = = = = ee a 
ee Gaol dale ao|- 33 | + 9 snddlon, @drened)m vadceom ly ate, a7 
16 Change in official holdings of gold, U.S. 
dollars and sterling (increase, minus) ..} + ate] obs ee 39 |- 227 - re / = = =e ia z a 
17 Other capital movements ........ccccseseeeeeeees + S39 | edgy 1 one he legs" | SO Sede + MSs [= 8 Oe a Fe eT | ee abo 
E _| Net capital movement ...........:sc.e:sseesseeenseeee 4) PAR Gly 98%) 491,026, | +,1,129.|, 4. 58:|.2 OL. — 9 hots es aeg 52 |e 20) eee 
G Balance settled by exchange transfers. ........ AS joe” 395 (+ 247 | 1228 | 288) 34 ee 10) — Ae al |e) RT) te 
rem socom Palace: + 1,243| + 982|+ 1,361) + 1,386 | - 166] - 187) - 43|- 27/+ 14) + 31) + 77) - 221 


Notes: 


A2, B10 Mutual Aid is not included in figures for countries or areas, but is included in total receipts and total payments with all countries. : 

D' A minus sign indicates an quitlow of capital from Canada. Some capital transactions with other sterling area are included under the United Kingdom, and 
with other overseas countries under the United States. > ; : : 

D13 International Bank for Reconstruction and Development, International Monetary Fund, International Finance Corporation and International Development 
Association. eile 

D17 Also includes balancing item representing unrecorded capital movements and errors and omissions. 
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Note: Data for 1962 are preliminary and 


» 
1960 A gle dl © pa 
+ IV I tas TTY 
A Current Receipts 
1 Merchandise expores (AdIUSTCG) in. -seete-syeccseateeren sense tee cteeeen 1,392 i; 266 1, ny 1, a4 
3 Gold production available for CXPOMt ............ cee cesseeeeseeeeees is ee 103 255 
4 TPA VElTEX DP CNGILUL ES! .cr.cccstetecncncccessseecneneset cic oeee teen onsicvencaerecsenns 65 36 59 10 
5 INnbeErESteANGLGLVIGENAS, co ce ees. cee nras htoec camer satenterecerel cone tee eernls 
é ade 107 102 120 nice 
6 Pretehi endiship piney. itecarececcereceteessteonenasss 5 tenatccsoreuaee enact 38 31 
7 Inheritances and ammilerants: fun CdSe ae eee ceer ester nieces 24 AB 
11 ATW ObRersCUrrent TECELDUS tree. eee ators arcs sire ess vccseeustaressics cose 101 103 103 ee) 
12 Total’Current: Receipts 455.200 hed eee 1,802 1,606 1,902 2,158 
B Current Payments 
1 Merchandise imports (adjusted) ........cc.ccccceecesscceeceseestereseees 17392 1,260 1,478 1,419 
4 PPPAVEITeKDeEnGiLUTeS ee ls ee ee eee ae 127 i279 168 220 
5 Tirberest, aided ViGeNd Sie eke ees 190 204 174 170 
6 Prelettandishippinga.. comes ese week cee. 11 116 Ue 15% 
7 IMNerivances: And seMLOTANbSmehUC See era nee eee mee eee 50 Sy) 43 49 
Gh, ja sCietd contrib uthOm st f ceces dh eta cll cx katee ed tetas 24 13 8 15 
11 All other current, payments: sv. c:cceccsnee -scsaer sumac: 191 186 200 196 
12 Total Current Payments .27.553..<e'z wie ee 2,115 1,943 2,213 23 ene | 
Balance on Merchandise Trade cfs. scievetcccctsensessceee-ssercens ~- <7. 40 =~ 31 + 136 | 
Balance on Other Transactions, excluding B 9 ................. - 289 - 330 - 272 - 185 : 
GflicialeContrhutions! aame- wt noc r tere. Peak - 24 - 123 - 8 - Db 
C CurrentiAccount: Balances. necssccce cores cece essessceeoacssmonseeesdcouuaae - 313 - 337 - 311 - 62 | 
D Capital Account 
Direct Investment | 
Direct investment. in Canada...5 icaqaceetccwasearckgneces speelg + 140 yap Be] + 17 
2 Directrinviestmentya broader. ees ce teiee ne ea _ 2 - 29 - 2l - 12 | 
Canadian Securities 
3a Trade in outstanding bonds and debentures ..........c0000.... - l Hood. nee he - ill | 
3b Trade in outstanding common and preference stocks... tarot baer se by 2. ~ 
4 New Mesos. 05 ut. ..ch oe ee ee ee eR + 40 ae HBL + 190 +. 145 | 
5 RE UPCMONUS Mite cc Nm me art ba en a - 93 - 73 - 92 - 2g 
Foreign Securities 
6 Trade: invoutstanding issues... 2 nt. cece et... - 24 Sees | - + im | 
7 NGW51 SS WCB cree concen Ee ee ee ee at - 10 - 5 - 18 = | 
8 Retitenienis aan. arog ra ee er eA er eee een as lei a7 a eee? Saipan + 
Loans by Government of Canada 
9 DRAW IN OOS Recent concerts init nen ee ean een ad a - = = 7 
O11 PUEDE VINONICS meee iy Cra eee ese, NAO ee ad ae 25 + 3 + 7 i? 
ils} Subscriptions in gold and U.S. dollars to international fi- 
NANGIPL RECNCIOS I vc. 2h cae ese ee - 2 - - - 
14 Change in Canadian dollar holdings of foreigners ............. +079 as 5 a= #72 ~— ee | 
LS: Special international financial assistance ..............0......... - - - - | 
16 Change in official holdings of gold and foreign : 
exchange (increase, MINUS) ....:.5...ecssecdesccchesarcececec.. ~ Is - 105 - 51 + | 
17 OUubencanital Movements 2.0. An. we ee + 189 * 261 +12 ~ 18% | 
E NetiGepita li MoOvenient 5 iG — iam cen ee ae on oun coy 1a + 313 na Be ff + 311 + 62 ; 
NOTES: sitvtiaes Aid to NATO countries is not included in either current receipts or current payments. | 
BL), ‘the Canadian Balance of Intemational Paymentars > Stement: Details of these adjustments are shown in the annual reports 


A 11) This item includes government transactions n 0.p personal and n tit t re t neous income, insurance tra 
. . ins 
) , u ional mit ances, miscella ’ 


a 
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data for 196] are subject to revision. 


1961 1962 Annual Totals 
Vv At ty LIE IV 1959 +1960 ~—s«1961 1962 
(millions of dollars) 
A 
1,619 W395e 41,620" 1,628" 15721 5,150 5,392 5,889 6, 364 1 
38 43 42 39 41 148 162 162 165 3 
85 46 126 294 9, 391 420 4,82 560 4 
7h a3 52 44 82 182 173 209 211 5 
129 104 128 133 133 420 Ah2 486 498 6 
25 20 31 42 31 109 102 103 124 7 
98 107 104 108 107 392 419 403 426 
2,068 We 7ieeee2, 103. 32,288. ~~ 2,209 65792) 27,110 #7734 Fac afm ba 
B 
15599 1,402 1,665 1,559 1, 583 Dy0le 959407" 5,716 6,209 ; 
125 130 178 200 102 598 627 642 610 4 
222 179 205 163 234 671 653 770 781 5 
159 125 153 158 152 525 533 568 588 : 
My 34 40 AL 45 165 181 17, 163 i 
20 7 12 5 8 72 61 56 32 
208 204, 212 193 204 693 758 790 $13 
25340 poe 2,405 © 2,922, 2,328 8,296 8,353 8,716 9,196 Te 
+ 60 Sees | 69 «F136 = £2 te S78 + 155 
- 32 - 319 - 305 - 9 = 249 -1,010 =1,034 =1,099 - 971 
20 2 NG) ReGen i ae a4) (28a Oly i 56 - 32 
272 - 333 -362 - 3% -n9 ~1,504 -1,243 - 982 - &8 jc 
D 
+ 100 +1llo + 8 «+145 +190 Cr arte ran ter 5 ae 
= 18 Emo Ompe 30)! a 15. «= 25 “sf a8 & a _ res = 100 2 
.? eee 8539 + 2d, Segle 3 ote os. |) ae ee 
= 5 - i - 44 - 26 - 32 +110 + 51 + 40 = oLtG 3b 
| ell] * 52 + 200 + 87 + 369 +707 + 447 + 533 + 708 = 
= 103 - 700 = 68 =| 48 4-109 BO53 eb = 2097 - 295 5 
an 10 Sy) A a rile 7 et Pe vhs Reman Me =e, : 
- a 5 i BGT 51S) fo 87 - 16 i 
: oS 9S eee > a + 12 + 18 + 9 + +20 8 
- - = — 7 Les = 1 — = es 7 9 
7 27 ~ 3 + vi te oe) + 51 + 34 + 32 + 37 + 129 TOR 
; = ~ =: - - 1 SO tas, - oe - 
+ 4h Ss + 34 a he + 24 Fold) 1208 ea 3 - 28 14 
' = ee £2707 aye Si - - - web. 2 
- 135 +364 -144 - 686 #£4- 101 + 70 + 39 — 229 - 537 16 
i+ 251 ees nays. 1 ts 540° + 111 + 360 + 238 + 467 + 255 1 
| 
I* 272 + 333 +362 + 3%) Ot *1,504 +1,243 + 982 + 848 jE 
‘NOTES: + 


_D_ A minus sign indicates an outflow of capital from Canada. 

| (D1,2 Exclusive of undistributed profits. 

| D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 

| private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
| presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1963 


Canada's current account deficit in goods and services with other countries amounting to $243 
million in the first quarter of 1963 was $90 million smaller than in the same period last year, 


The balance on merchandise trade contributed $69 million to the improvement, moving from a 
small deficit to a surplus of $62 million, with a significant rise in the value of exports in particu- 
lar to overseas countries, and a small rise in the value of imports. The deficit from non-merchandise 
transactions fell $21 million to $305 million, reflecting mainly a reduction of $17 million in the net 
deficit on travel account. Over three-fifths of the current account deficit in the first quarter of 
1963 originated in net payments of interest and dividends. 


Capital in long term forms continued to come into Canada on a large scale. While the total in 
the first quarter was close to that of the fourth quarter of 1962, there were substantial changes in 
the composition. Direct investment inflows were sharply reduced from the earlier period when takeovers 
played a prominent role, and the regular and accelerated repayments to Canada on intergovernmental 
loans which contributed in the fourth quarter did not recur. Portfolio investment inflows, on the 
other hand, were up sharply, with increased new bond sales outside Canada and smaller repayments of 
outstanding debt. There were outflows of capital in short term forms, and official holdings of gold 
and foreign exchange were also increased, 


Summary Statement 


1961 1962 1963 
IV Q LO Bt (6, EEELQ IV Q I Q 


millions of dollars 


Merchandise trade balance eeereeeerer sr eveoeee8 + 60 a 7 = 45 + 69 + 138 + 62 
Deficit on non-merchandise transactions .... - 332 - 326 = OL - 103 - 257 - 305 
Current account deficit eveveerereceev ee ereev ee a PAUP =. 333 = 362 = 34 =. 119 a 243 


Capital movements: (1) 


DECENT LOCME 04, Loo ce Pte ive de he oeilies oot eh 134 + 25 - 14 + 260 + 447 + 420 
SROMERECTMELOLMS Facile t Vas olivine sb teee cree eee 273 - 56 7 + 460 + 150 - 110 
Special international financial assistance - ~ + 707 - - 377 - 


Change in official holdings of gold and 
foreign exchange(2) eeoevervrereeeeeseeree eee = 135 + 364 -F 114 bee 686 ™~ 101 _ 67 
(1) Excluding change in official holdings of gold and foreign exchange and special international 


financial assistance. 
(2) Increase (-). 


Export balance on merchandise trade 
f 


There was a significant export balance of $62 million from merchandise trade in the first three 
months of 1963, which compared with a slight import balance in the same period of 1962 and a larger 
export balance in the fourth quarter of that year, Both exports and imports were at record high levels 
of values in the most recent period, Merchandise exports, adjusted for balance of payments use, 
totalled $1,477 million, up $82 million or nearly 6 per cent from $1,395 million one year before How- | 
ever, roughly a quarter of this growth was attributable to the rise in the price element. At the same | 
time, merchandise imports increased only 1 per cent in value from $1,402 million to $1,415 million, 
but in this case the percentage increase in prices was much higher. 


ore, aluminum, copper, lumber and plywood, pulp, agricultural machinery, automobiles and parts, air- 
craft instruments and natural gas. On the other hand, shipments of some other commodities were lower 
in the first quarter of 1963, These included aircraft, newsprint, lead and nickel, barley and oil 
seeds, 


In comparison with the first quarter of last year there were larger exports this year of iron | 
| 
' 


reduction in volume which seems to have occurred since the first quarter of last year, there have been 
such factors as the lower foreign exchange value of the Canadian dollar, and the continuation of many 
of the surcharges introduced in June 1962 which were not all removed until the end of the quarter. 


Commodity details for imports for the quarter are not yet available, Influencing the slight | 
‘ 


Deficit from services and other non-merchandise items 


After reaching a first quarter peak of $343 million in 1961, net payments on non-merchandise 
transactions declined to $326 million in 1962, and went further down to $305 million in the March 
quarter of 1963. Contributing to the reduction in the deficit on "invisibles" between the opening 
quarters of 1962 and 1963 were lower net expenditures on travel, freight and shipping services, | 
migrants' funds and inheritances, government expenditures, and larger receipts from gold production 
available for export. In contrast, net payments of interest and dividends and official contributions | 
were moderately higher. A rise in receipts from non-resident visitors to Canada from $46 million to | 
$50 million and a cut in the expenditures by Canadians abroad from $130 million to $117 million yield- | 
ed a reduction of $17 million in the deficit on the travel account from $84 million to $67 million in | 
the first quarter of 1963, Most of this improvement was concentrated in transactions with the United 
States, A contraction in net payments for freight and shipping services from $21 million to $14 
million resulted mainly from a gain of $6 million in receipts. A $4 million rise in immigrants' funds | 
and inheritances partly offset by a slight increase in emigrants' funds and inheritances contributed | 
to a reduction of $3 million in the deficit. Increased receipts originated from more numerous 
immigrants in the first quarter of 1963, with higher per capita funds. A relative stability in : 
receipts On government account and a decline in expenditures produced a small reduction in net paymemia 
The value of gold production available for export increased from $43 million to $45 million. 


A larger rise of $14 million in pay- | 


Interest and Dividends: Payments ments of interest and dividends than of $10 | 
en oD ee ee ee eS PRP a million in receipts produced a widening in the | 
: ee deficit from $146 million to $150 million. 
Benes qobat interes +2. avidends Enhanced earnings of the Exchange Fund Account 
millions of dollars and higher receipts of dividends caused total 
receipts to rise from $33 million to $43 millior 
The $14 million rise in payments of interest | 
1960 653 239 414 and dividends from $179 million to $193 million | 
1961 770 259 Syilil was derived from an increase in interest pay- 
1962 781 285 496 ments from $67 million to $69 million, combined 
with a gain in dividend payments from $112 
1961 1p ©) 204 61 143 million to $124 million. - This increase was 
Ine ©. 7a 68 106 concentrated in dividend payments on direct in- 
LIE 'Q 170 58 EZ vestment, as a slight gain in payments on non- 
IV Q ne TZ 150 resident portfolio investment was more than 
counter-balanced by a small decline in net. 
1962 iq 179 67 112 profits of unincorporated branches in Canada, 
50 205 76 129 Official contributions, which rose from $7 | 
Tir 6 163 62 101 million to $13 million, in the March quarter 
IV Q 234 80 154 of 1963 mainly due to larger shipments under 
: the Colombo Plan, furnished a $6 million off- 
1963 LQ 193 69 124 set against the reduction in the deficit on | 


non-merchandise transactions. Changes in 


Lee 


receipts and payments for business services and of miscellaneous income were small and offsetting, 
except for a non-recurring receipt in 1962 of compensation for contract cancellation. 


In the first quarter of 1963, net payments of interest and dividends accounted for nearly one- 
half of the deficit on "invisibles", about the same share as in the March quarter of 1961, In the 
corresponding period of 1962, the proportion attributable to interest and dividends was 45 per cent, 
At 22 per cent in the most recent quarter, the share of the non-merchandise deficit originating in 
travel expenditures was lower than that of 26 per cent for the same quarters in 1961 and 1962. The 
percentage deficits arising from shipping services and migrants' funds and inheritances were respectively 
more than 4 1/2 per cent and 3 1/2 per cent in the initial quarter of 1963, as compared with more than 
6 per cent and 4 per cent one year earlier. A higher proportion, however, of over 35 per cent was 
ascribable to "miscellaneous current transactions", including official contributions, in the current 
period under review, as compared with 32 per cent and 28 per cent in the March quarters of 1962 and 
1961. 


Transactions by areas 


Canada's transactions with overseas contributed wholly to the narrowing of the current account 
deficit by $90 million from $333 million to $243 million in the first quarter of 1963, Transactions 
with the United Kingdom accounted for about two-thirds of the improvement, with a combination of larger 
merchandise exports and reduced imports. An expansion in exports to a variety of other overseas 
destinations contributed the other sizable element in the improvement. At the same time the current 
account deficit with the United States widened a little from $343 million to $350 million. 


Canada's current account surplus with the United Kingdom expanded from $6 million to $68 
million in the first quarter of 1963, exceeding the levels of $39 million and $28 million in the corre- 
sponding quarters of 1961 and 1960, respectively. Total exports of goods and services to the United 
Kingdom in the first three months of 1963 amounted to $258 million, and imports totalled $190 million, 
About 90 per cent of the $62 million improvement in the surplus originated in merchandise trade, with 
the export balance doubling from $55 million to $111 million, Merchandise exports rose from $192 
million to $214 million, while imports fell from $137 million to $103 million between the first quarters 
of 1962 and 1963. A substantial portion of the gain in exports was represented by metals, such as 
aluminum and copper, uranium, platinum and ores of base metal, Shipments of wheat, lumber, pulp and 
newsprint were larger, but exports of tobacco and aircraft were lower in the March quarter of 1963, 


The reduction in the deficit on “invisibles" with the United Kingdom from $49 million to $43 
million was derived from an improvement in the balance on freight account, offset in part by a minor 
increase in net payments of interest and dividends. Small and offsetting changes occurred within the 
account on miscellaneous current transactions, involving items such as government expenditures and 
miscellaneous income, 


Between the initial quarters of 1962 


Quarterly Current Account Balances and 1963, the surplus on current transactions 
with Other Countries rose from $4 million to $39 
I Q Tied III Q IV Q million, which compared with $57 million for the 


first three months of 1961. Most of the improve- 
ment in the latest period resulted from a better 
than 10 per cent gain in exports from $345 
million to $384 million, which was partly off- 
set by a more modest increase in imports. This 
151 - 367 betterment in the merchandise trade balance was 


millions of dollars 


United States: 
1960 - 343 - 449 - 165 - 404 
1961 Sis iS - 435 


oe i - 425 Find - 282 distributed fairly evenly among the component 
E263 ma) areas, Rest of the Sterling Area, the other OECD 
; group and remaining countries. The deficit on 

ae Mee oer many ewe + 78 non-merchandise transactions narrowed slightly 
1961 + 39 4 ay ripe?) ep with the latter two areas, but increased a 
1962 as 6 als , i + 110 little with the Rest of the Sterling Area, on 
1963 caps account of larger Colombo Plan shipments, 

Be ountries: With the United States, there was a 

—_— i540 °° Ee ~ ieeo - 10 13 slight widening in the deficit to $350 million 
1961 + 57 4 97 ba be dis, as the expansion in the trade deficit from $136 
1962 ee + 15 _ 47 + 53 million to $155 million was only partly offset by 
1963 + 39 a contraction of $12 million in the non-merchan- 


dise deficit from $207 million to $195 million. 


Total receipts from t 


1963 amounted to $1,149 million, while payments totalled $1,499 million. 


Bre, oss 


he United States on transactions in goods and services in the first quarter of 


Merchandise exports to the 


United States in the opening quarter of 1963 were estimated at $879 million, up $21 million or more 
At the same time imports rose $40 million or 4 per 


than 2 per cent over the March quarter in 1962, 
cent to $1,034 million, 


Increases in exports were scattered over a variety of commodities, including petroleum and 
natural gas, iron ore, aluminum, machinery (principally agricultural), cattle, lumber, aircraft parts 


and tires, 


Exports of aircraft and newsprint recorded the sharpest reductions, the latter declining 


$15 million from $147 million to $132 million, due to strikes affecting newspapers in cities in the 


eastern United States, 


Shipments of metals and minerals such as nickel, uranium and lead were lower. 


Commodity details covering imports during the first quarter of 1963 are not available, 


Most of the $12 million contraction in the non-merchandise deficit with the United States was 


attributable to the travel account. 


by Canadians visiting the United States were cut $12 million. 


The value of gold production available 


for export advanced $2 million and the deficit on migrants' funds and inheritances was reduced. On 
the other hand, slight increases were recorded in net payments of interest and dividends, shipping 


services and miscellaneous income, 


Summary of Current Transactions with the United States 


United Kingdom and Other Countries 
First Quarter 1962 and 1963, 
and Change between the Periods 


First Quarter 1962 W963 Change 1962 1963 Change 
millions of dollars 
All countries United States 
Merchandise exports (adjusted) ...... TBA Mh) 1,477 + 82 858 879 tim Si 
Merchandise imports (adjusted) ........ 1,402 1,415 + 13 994 1,034 + 40 
Balance on merchandise trade ....e.ee-. - 7 + 62 + 69 - 136 =) 55 Sil’) 
Other ieuiacgentee ceudipicsi revere eLereepere cacdan 353 377 + 24 260 270 etl) 
OCRET CULE SIE APaAyMCTER e's eres cuels iniekebesciere.« 679 682 ee 467 465 - 2 
Balance on non-merchandise transactions - 326 - 305 + 21 - 207 - 195 + 12 
RO cAI PeCE EWES 5.1... ences) leiere-din ie. on aie 1,748 1,854 + 106 IEA bikes} 1,149 se ill 
QELS Devine Sut. vie euemitnmrs chee ie ele ote eter ele 2,081 2097 + 16 1,461 1,499 + 33 
Curment account balance: 6. css sta shies - 333 - 243 + 90 - 343 - 350 - 7 
United Kingdom Other countries 

Merchandise exports (adjusted) ......e. 192 214 + 22 345 384 + 39 
Merchandise imports (adjusted) ........ 137, 103 - 34 Pa aN 278 ape: 
Balance on merchandise trade ...<.secee + 55 + 111 + 56 + 74 + 106 + 32 
VEhee Current’ receipts v. e.ee% <a ve 40 44 + 4 53 63 +: ~ 10 
Other current payments ...... AUelelelsts riers 89 87 - a 128 130 se 
Balance on non-merchandise transactions - 49 = ths + 6 - 70 - 67 + 3 
Ober ere yrs eae haan i. paregeiden ae 232 258 + 26 398 447 + 49 
TOE PAVMeD EST unit em cn ee e cie tke ehinerouenete 226 190 - 36 394 408 + 14 
CurEeniwaccount balancer. . seis ie... ee ee + 6 + 68 15 AD) ih fi 7739 + §35 


Receipts from American visitors rose $3 million, while expenditures 


DA ee ee ee eS 


Capital movements 


1961 1962 1963 
Summary SSS 
Ty 20 EEQ LIQ III Q IV Q L.Q 
millions of dollars 
Capital movements in long term forms ....... + 134 eee, - 14 + 260 + 447 + 420 
Capital movements in short term forms(1) ... + 273 - 56 - 217 + 460 +130 - 110 
Balance on goods and services eeevoervreoeee re eee ~ Diji2 = 5\3)3) = 362 aa 34 _ 119 —_ 243 
Total of above eenvveoecoceov@e~eorvrevege@esseoeonvse 7086079080 + 135 as SXeye: - 593 + 686 + 478 + 67 
Special international financial assistance - - AL) - seo) - 
Change in official holdings of gold and 
foreign exchange(2) eeeeveceeeees eee scene eee ve BS AF 364 is 114 i 686 = LOW ag 67 


(1) Excluding change in official holdings of gold and foreign exchange and special international 
financial assistance, 
(2) Increase (-). 


DIRECT INVESTMENT The net inflow of foreign capital for direct investment in foreign-controlled 
enterprises in Canada is estimated to have totalled $65 million in the first 
quarter, At this level the inward movement was down sharply both from the preceding quarter's total 
of $190 million and the corresponding total of $110 million in the first quarter of 1962. The wide 
variations reflected mainly the incidence of takeover and refinancing transactions, and the inflows 
apart from these were of the same general order of magnitude in each, 


Mining operations attracted the largest share of the net inward movement in the quarter, 
despite some outflows to acquire non-resident-owned interests. Inflows to the petroleum and natural 
gas industry contracted sharply, reflecting the absence of large transfers of funds in connection with 
takeover transactions which were a feature last year. The changing organization of the industry and 
its development might be expected to call for smaller capital inflows. 


The net outflow of Canadian capital for direct investment abroad is placed at $15 million, 
compared with $25 million in the preceding quarter, A significant part of the total represented the 
acquisition of existing interests outside Canada. 


SECURITY TRANSACTIONS The net capital inflow arising from transactions in bonds and stocks be- 
tween Canada and other countries during the first quarter of 1963 seta 
new high level of $359 million. This figure was more than one hundred million dollars above the total 
for the fourth quarter and more than seventy-five million dollars above the total for 1962. The proceeds 
of new issues of Canadian securities sold to 
non-residents amounted to $435 million. This 
New Issues of Canadian Bonds Sold to total included $197 million from sales of new 
United States Residents provincial issues, $140 million from sales of 
Government of Canada issues (including the final 
delivery of $125 million of United States dollar 


pea Suen aciot hash bonds sold to institutions in that country in 
millions of dollars the third quarter of 1962), $65 million of 
corporate issues and $33 million of municipal 
1961 Year S55 437 issues. Retirements of foreign-held Canadian 
1962 Year 942 665 securities during the first quarter of 1963 in- 
volved payment of $46 million to non-residents, 
1962 I Q 138 38 Arrangements for the sale to non-residents of 
II Q 78 194 new Canadian issues have outpaced deliveries, 
Lil @ 368 78 and at the end of the quarter undelivered sales 
IV Q 358 35> to residents of the United States of new Canadian 
bonds and debentures aggregated $401 million. 
1963 Fa 8 528 425 These sales will be recorded in the balance of 


payments statements at the time of delivery. 


=k 
Net Sales of Outstanding Canadian Stocks In general the pattern of trading between 
to Non-residents Canada and other countries of outstanding 
Canadian securities was similar to that in the 
United Other last half of 1962. There were net inflows of 


Jett Ses ie States countries $23 million from trade in outstanding Canadian 


bonds and debentures, mainly Government of 


millions of dollars 
Canada issues, Net outflows for the repurchase 


1961 I Q 13 va Cars of outstanding Canadian stocks reached $57 
11.0 32 45 Bs As) million, Repurchase balances have been typical 
iio _ Ag) Ea each quarter since the fall of 1961 but some 
IV Q SoG Wl = 39) rather special influences may have contributed 
in the quarter under review, These included the 
1962 230 lice 15 29 possibility of shifts in the ownership from non- 
tra STAG = 3 = Ag residents to residents of some utility and indus- 
Tit 9 = 26 - 6 a0 trial issues in anticipation of the completion of 
IV Q 532 = 12 yaa takeovers. There are also understood to have been 
large sales to non-residents of oil stock and re- 
1963 TO Sy) - 30 = 27 purchases from non-residents of railway stock, 
Transactions between Canada and other 
countries in foreign securities produced $ 4 
million in the first quarter. 
OTHER CAPITAL MOVEMENTS Canadian dollar holdings of foreigners fell by $22 million in the 


first quarter of 1963, following a slightly larger increase in the 
preceding quarter, Non-residents increased their holdings of Canadian treasury bills by $9 million 
but reduced their deposits and similar holdings by $31 million, About two-thirds of the net change 
was in holdings of residents of the United States. 


The largest capital movements shown 


Change in Canadian Dollar Holdings separately in the supplementary statement 
of Foreigners covering "other capital movements" were an 
outflow of $78 million to finance increased 
Treasur Deposits rivate and banking holdings of foreign 
Quer ees focal bills i ee ove es by toh ae a ae sateteeege $28 
millions of dollars million from transactions in Canadian commercial 
paper, finance paper and other finance company 
1961 IV + 44 + 18 + 26 obligations. Figures showing the composition 
of the latter total are available for the/£irse 
1962 I ne + 18 - 50 time and indicate net repayments on account of 
Id + 34 +50 - 16 commercial paper and net sales of finance paper, 
ay: - 54 - 3 - 51 The net movement arose from receipts of $127 
IV + 24 - 61 + 85 million and payments of $155 million. Apart 
from transactions of these types, transactions 
1963 I = gid qe B - 31 between Canada and other countries in Govern- 


ment of Canada treasury bills involved receipts 
of $72 million and payments of $63 million, and 
there were sales under buy-back arrangements of 
$13 million of Government of Canada securities having an original term over one year, offset by 
slightly larger repurchases, 


These international transactions having for the most part a money market character involved 
receipts by Canada in the quarter of $212 million and payments of about $231 million, Further in- 
ternational receipts of $710 million from transactions in bonds and stocks, and payments of $351 
million, as well as a net increase of $103 million in issues sold but as yet undelivered, indicate the 
very substantial volume of security and money market movements across our borders. 


Other capital movements as yet unmentioned included an inflow of $11 million from transactions 
in long-term forms not shown separately, an inflow of $1 million arising from transactions of the 
international financial transactions, and an inflow of $17 million from all other transactions apart 
from changes in official holdings of gold and foreign exchange, ; 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1962 1962 1963 
eens tee ECU ae rivet “Second ~~ third Fourth Fier 


quarter quarter quarter guarter quar cer 


millions of dollars 


International financial agencies(1) 


Canadian dollar subscriptions ..... - 49 - 22 12 - 7 - 8 - 
Short-term Canadian dollar holdings 98 ei 54(2) 1 10 1 
Long-term capital transactions n.i.e. - 110 6 - 127 26 - 15 at 


Bank balances and other short-term 
funds abroad (excluding official 
reserves) erveeoverveeerere terre eeeseee 78 49 a DRS 257 ity) - 78 


Canadian commercial paper .......++0-) ( 
eenaddan finance’ paper ....s..cccvsesse) 140 28 25 35 52 ( 14 
Canadian finance company obligations ) ( 

. ( 


nie, eeeovevoeveveevreerevesvree eer eose eee eve 


All other transactions including 
changes in loans and accounts 
receivable and payable(3) ....eeeee 98 - 112 S93 228 55 17 


Total (Item D ik7/) eoervrereereer ree ee 255 = 18 > 378 540 WoW = 77 


(1) International Bank for Reconstruction and Development, International Monetary Fund, and 
International Development Association. 

(2) Excludes counterpart of special financial assistance to Canada which is included in D 15, 

(3) Includes also balancing item representing difference between direct measurements of current and 
capital accounts. 


The capital outflow representing Canada's increased official holdings of gold and foreign ex- 
change totalled $67 million in the first quarter, Most of this represented increased holdings of gold 
and United States dollars which rose, in United States dollar terms, from $2,539 million to $2,600 
million, 


Official Holdings of 


Gold and United States dollars United States Dollar in Canada 
End of Amount hanes Period High Low Close Noon 
in period average 
millions of U.S.A. Canadian cents 
dollars 
1961 Ty Q' 2,056 + 132 1961 Iv 0 104.37 103.00 104.34. sigoeey 
1962 I@ 1,709 - 346 
11) #4*,809¢1) a ee 1962 IQ 105,03 104.34 105.00 104,77 
EIIQ 2,445(1) + 636 II Q 109.00 104,87 108.19 107.42 
IVQ_ 2,539(2) + 95 TIT’ O “10S'19 “1O7%GG "107.66 LO7s78 
TV'Q! MLOPSL AK" 1075s O77) 107763 
1963 Te Q, 22600(2) + 61 
January 2,662(2) + 123 
February 2,594(2) = oe 1963 IO 7107.94" 107759 107.8im A077, 76 
March 2,600(2) er 6 


(1) Includes (+) 650 special international 
financial assistance. 

(2) Includes (+) 300 special international 
financial assistance. 
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QUARTERLY ESTIMATES OF THE CANADIAN 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are a 


B1) ‘‘The Canadian Balance of International Payments’’. 


A 11) This item includes government tra 
B 11) actions, and business services. 


Note: Data for 1962 are preliminary and 
1963 
Le9+Gek 
FE hig LET IV 
Current Receipts 
Merchandise exports (adjusted) 2.............icc.sessseeecoeeveceeseeseess ly 266 1,447 bens i 1; oe 
Gold production available for CXPOTt ......... cece ceseceeseeeeeee es Al 42 Al 
rT i ee 39 103 255 85 
FAVELICXPCNGIGULES 7.1105. c-- eeeens vosetaeconayasecesdretercnedionrant emer 
Interest and Gividemds: fires cere ccse cians seetecarvasnvsrscesancsaretese stun 36 59 40 74 
102 120 a is 129 
Preight andsshippineice cece ces tases rene tercemessrenreocnane 
Inheritances and immigrants’ funds ..........ccccccccseecesceseseeees 19 28 a0 25 
All other-current recelpts: 1c oe. ncoaane matinee 103 103 99 98 
Total Current Receipts ............ccccccccccecsssecsssessseseseeeseen 1, 606 1,902 2,158 2,068 
Current Payments 
Merchandise imports (adjusted) ......cccccccccsescesesesssesesesseesetees 1,260 1,478 1,419 1,559 
rave expand tutes wie sis eeet een eet eccte me eee 129 168 220 125 
Pieereel She WEVICENAS oy ay chit ee ee eee 204 174 170 222 
Ferql git arid shi pou e-hsi gous ssnsah ge carere teen. t ee cone ee 116 U2 151 159 
Inheritances and emigrants’ fUNdS 00.0... .ccececeeseeessseeeeseeeeens 35 43 49 47 
Oiliclal, contri bUslons scs.cnanecs coral rsssmiecie somams ameter 13 8 15 20 
All-other current, paymentS «ccm -cacnce aie ese ou. 186 200 196 208 
Total Current Payments ..0..0.......0.ccccccccccceccsecessceseessereseeeeens 1,943 raya XS) 2,220 2,300 
Balance on Merchandise Trade ............cccccscccccsceccsscesessseescesens + 6 eed + 138 +. TSG 
Balance on Other Transactions, excluding B 9 .............6... - 330 = 272 - 185 - 312 
Offical Contriburionew sein ee ee ee a - 13 - 8 - 15 - 20 
Current Account Balance ..0.........ccccccccccccceccssseessesescsstssseseseeasernes - 337 =o - 62 = “£12 
Capital Account 
Direct Investment + 100 
Direct investmentin Canada ...5..0.0e een Gua + 140 + 15S tg i | 
Direct investment abroad = 2... cesuet.. Boke cee - 29 eyed ay a We, - 18 
Canadian Securities 
Trade in outstanding bonds and debentures ............0000...- + 31: stints - ll ned 
Trade in outstanding common and preference stocks...... tis 15 calle ms 4 = = 5 
GW ESS IU S Pac racine i occ eR eee ee + 10) + 190 + 125 + Thy 
WR GUIP GON GSN ines RU ye RAEN crite Sh aah cme = 73 - 92 = 29 - 103 
Foreign Securities 
Trade.in outstanding 4S6UeCS. ac...:...a¢hoean ee ooaieal ahh ie | - hae - oo 
NOW 188 GES iil rac dnstaed aun daenende Sammi ie es - 18 - 7 mee 
Retirements Ge 2/2. .cl inte ee We eae eek wel a + AD 1nd ee: © 7 
Loans by Government of Canada a 
Drawints sors conisc nse eerste ak Pe te ee eee = - cad + 27 
REDAYIEDUS oops -asaterctte cen ceueraaeescvey pean tcc es + 3 + af ee 
Subscriptions in gold and U.S. dollars to international fi- 
nancial agencies) cin cgee vote atte eae = e, je = 
Change in Canadian dollar holdings of foreigners.............. ii Le ire Ra Wl + 44 
Special international financial assistance .......cccccccccecceeeese — = = b= 
Change in official holdings of gold and foreign 
exchange (INCreaSe, MINUS) cae cccccs te Mutinececccnceteeo - 105 - 5) + 62 - 135 
Other. caplial movements a o.xis.on earstieccscnicooereuaaier atten 7201. + 2 ~ 187 + 251 
Net Capital Movement: .o6:ac0e50 cise een + 337 + 311 tie + 272 


djusted for use in this statement. Details of these adjustments are shown in the annual teports on 


nsactions n.o.p., personal and institutional temittances, miscellaneous income, insurance trans- 


P 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1961 are subject to revision. 


1962 1963 Annual Totals ‘our Quarters 
7 ended 
I II Zt IV on 1960 1961 1962 March 31,1963 
(millions of dollars) 

1, 395 1,620 1,623 Ly et L477 55.304 5,389 6, 364 
43 42 39 Al 45 162 162 165 
46 126 294 94 50 420 482 560 
33 52 AL $2 43 73 209 OR tif 
104 128 133 133 110 Ld2 486 498 
20 i 42 31 24 102 103 124 
107 104 108 107 105 419 4,03 426 

1,748 2,103 2,288 2,209 1,854 7,110 Teor 8,348 

1,402 1,665 1,559 1, 583 By a Bs) 5,540 Spy aie: 6,209 

130 178 200 102 ay, 627 64,2 610 
179 205 163 234 ite S 653 770 781 
125 153 158 152 124 533 568 588 
34 40 44 45 roe 181 174 163 

£4 12 5 8 LS 61 56 32 
204 212 193 204 200 758 790 813 

2,081 2,465 Pl Pas 2,328 2,097 8353 8,716 9,196 

Sy i Xe a 2) + 138 © 62 ES £7173 55 

= 319 - 305 - 98 =- 249 -~ 292 -1,034 -1,099 - 971 

a - il =“ 5 - 8 = 13 = 1 OL =) 50 =~ 32 

<> i Ys ke) - 243 -1,243 - 982 - 848 

= 110 * 80 + 145 + 190 ea + 650 + 515 + 525 

= 30 - 30 Sa ills = 25 - 15 = 50 =~ =60 - 100 

= 3 oy dale + 2h #23 + 3 eo ays +006, 

- WU TS 0A =) 26 - 32 - 57 nigh 9 Hi hom 20) oor LO 

52 + 200 +) .°87 + 369 Shay AS Je) + ALT siento 3 + 708 

= 30 - 68 48 - 109 role Ae: 65 SPH - 295 

- 32 - 37 - 9 = 5 - 5 - 19 ~ 5 - 83 

m,. 2 - &4 = 5 = 5 = 6 wie VS «=! EST - 16 

a 5 + 5 + 5 + 5 + 5 + 18 + 9 ap 2X8 
- ~ ~ 7 = - - - - fe 

ee lUmthUCUCU CU tl UES OD - Res Ng SOY Le? 

| 2 = = aan a? | - ml 3 ~ Siig ik 

= 32 + 34 - 54 Su Dl ee 120) - 34 - 28 
- + 707 - - 377 ~ - ~ oe 

|* 364 - 14 - 686 - 101 i OF sii - 229 - 537 

= 18 io 8 + 540 pian —- V7 +7235 + 167 125) 

333 + 362 7 oh * 119 trek +15 243 + 982 + 848 

NOTES: 


_ D  Aminus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1963 


Canada's current account deficit covering net purchases from non-residents of goods and 
services contracted in the second quarter to $193 million. In the corresponding quarter of 1962, 

when there was probably some acceleration of payments coincidentally with concern over Canada's foreign 
exchange position, the deficit on current account was $362 million. A year earlier it had been $311 
million. 

| The reduction of the imbalance from the second quarter of 1962 amounted to $169 million of 
which more than two-thirds reflected an improvement in the commodity balance caused largely by a 
significant increase of $145 million in exports, The balance of the reduction occurred in the non- 


| 


merchandise items with receipts larger by $28 million and payments smaller by $24 million; half this 
improvement occurred in the travel account, 


Capital in long term forms continued to come into Canada on a large scale, although the flows 
oth for direct investment and for portfolio investment were smaller than in the first quarter. The 

largest part of the net movement in the second quarter covered receipts from the sale of new security 
issues to non-residents in earlier periods for delivery in the second quarter, Official holdings of 

30ld and foreign exchange continued to grow during the first two months of the quarter, but declined 

noderately over the month of June, 


} 


Summary Statement 


1962 1963 


| I Q EE QHe i1TI'9 IV Q Te Qrne? TatG 


millions of dollars 


lerchandise trade balance ....cecrsee0> Ree <o:cehs - yh, ae) + 69 + 138 + 63 + 72 
eficit on non-merchandise transactions ..., - 326 =3 OLY - 103 = e257 - 309 - 265 
urrent RECOUNT GELLCLE [. wyc6 ss 6s Peep ae ahatatestrs - 333 - 362 ee YA - 119 - 246 - 193 


apital movements: (1) 


PERRET TOTIMNS) cieivds «ccitete lacs estates aelhteieitee elle + 16 - 16 + 248 + 445 + 384 + 236 
@meet term forms ....... era a Wohi. ak Lal aise 21 Sik, ea T2 + 152 x s2nee me 
pecial international financial assistance - + 707 - - 377 - - 


tange in official holdings of gold and 
Paemeren exchange( 2)» wares esis ao o.0 wees AiO) tbe + 364 - 114 - 686 - 101 - 66 - lll 


l) Excluding change in official holdings of gold and foreign exchange and special international 
financial assistance. 
t) Increase (-). 


The quarter was one of continued economic advance in both Canada and her leading trading part- 
ners. This was also the first period free of the surcharges on certain imports which had been in- 
troduced in June 1962, following the removal at the end of the first quarter 1963 of the remaining 
group of commodities subject to these taxes. There was also a reduction in the bank rate during the 
period, And in making comparisons with the second quarter 1962, it should be recalled that that was 
the period of large declines in exchange reserves, when a programme was introduced to stabilize Canada's 
international transactions and to strengthen the reserves, The second quarter of last year was also a 
period of rapid exchange rate changes in which the rate for the Canadian dollar was stabilized early in 
May, and consequently the average rates of exchange in the second quarters of the two years were . 
relatively close. The June quarter of this year was also the period in which a change in government in 
Canada took place, followed by the introduction of a new budget with a programme designed to influence 


the balance of payments. 


Export balance on merchandise trade 


Nearly 70 per cent of the $169 million improvement in Canada's current account balance with 
foreign countries originated in merchandise trade, as a deficit of $45 million in the second quarter of | 
1962 turned into a surplus of $72 million in the same period of 1963, After adjustment for balance of 
payments purposes, exports advanced $145 million, or 9 per cent, from $1,620 million to $1,765 million, | 
while imports increased under 2 per cent from $1,665 million to $1,693 million in the June quarter of 
1963, Nickel shipments accounted for more than one-fifth of the substantial rise in exports, and other 
commodities which also contributed to the increment included wheat, lumber, aluminum, crude petroleum 
and a variety of products of secondary manufacturing. 


Taking the first two quarters of the year together, merchandise exports were up $226 million, 
or more than 7 per cent, to $3,241 million. Imports also increased, but at a less vigorous rate, from 
$3,067 million to $3,106 million in the first half of 1963. An import balance of $52 million was 
converted into a surplus of $135 million. Led by exports of nickel and aluminum, which were about $25 
million and $19 million higher, respectively, shipments of other metals and minerals, including iron | 
ore, copper, petroleum and natural gas, were also up in the 6 months of 1963, Agricultural and non- 4 
farm machinery, including specialized control equipment, was another group whose value was noticeably 
higher. Exports of wheat, lumber, wood pulp, fertilizers, railway rolling stock and road motor vehicles| 
were also larger, but shipments of barley, newsprint and aircraft were down from the first half of 1962, 

The removal of the remaining import surcharges at the end of the first quarter was a factor | 
likely to have been of some significance in the increased volume of goods imported in the second quart 
in comparison with immediately preceding quarters, But details are not available to make feasible an 
assessment of the effects, 


| 


A gain of nearly $50 million in imports of automobile parts was the most significant increase, | 
on the basis of detailed record for the first 5 months of 1963, but the decline in arrival of auto- | 
mobiles was even more substantial, Increased imports were noted in the cases of sugar, vegetables, 
meat, farm machinery, engines and crude petroleum, while imports of cotton, non-farm machinery and air- | 
craft were reduced, | 
| 

In an over-the-year comparison, a 2 per cent rise occurred in export prices in the first quarter 
followed by a fractional increase in the second quarter. Import prices rose more than 3 per cent in 
the March quarter and the gain in the succeeding period was estimated to have been somewhat smaller. 
Notwithstanding the relatively minor importance of sugar among import commodities, the sharp rise in 
the price of sugar on the world market left its impact on the average price level in the second quarter. 
In consequence, a deterioration occurred in Canada's terms of trade.’ | 


Deficit on services and non-merchandise items 


The deficit of $265 million on non-merchandise transactions in the second quarter of 1963 was 
$52 million, or about 16 per cent, below that of the same period of 1962. For the most part, this 


reduction originated in the travel account, interest and dividends and in "miscellaneous current 
transactions", | 


=-S ec 


Travel Account Net payments on travel account were 

halved to $26 million in the quarter, as payments 
declined more than 10 per cent while receipts rose 
slightly between the second quarters of 1962 and 
1963, Travel receipts were estimated at $126 


First Half Year 


1960 1961 1962 1963 


million and $132 million in the two periods, 
millions of dollars while payments fell from $178 million to $158 
United States: million, The effects of the stabilization of the 
“Receipts 106 120 149 159 Canadian dollar at a lowered value in terms of 
Payments 222 1929) 230 192 foreign currency continued to be felt, as did the 
Balance =e has Party) sqeBle Pree 133 additional restriction in June 1962 to the 
privilege of duty-free purchases by Canadians 
Overseas: abroad. Travel receipts from overseas visitors 
Receipts 21 22 23 23 remained just about unchanged, while expendi 
‘ penditures 
ceyments ia a ue be in Canada by American visitors rose moderately, 
Beesoce “ hs si . A fall of nearly 20 per cent in travel disburse- 
All Countries: ments by Canadians in the United States was offset 
Balance - 160 - 155 - 136 = ws! by a slight rise in Canadian expenditures over- 


seas, 


Net payments of interest and dividends 
; narrowed by $16 million, or 10 per cent, to $137 
million, The reduction in the deficit was due to a drop in payments, from $205 million to $191 million, 
together with a slight increase in receipts, Payments of interest rose from $76 million to $89 million, 
while transfers of dividends fell more than 20 per cent from $129 million to $102 million. Contributing 
to higher interest payments were sizable issues of 
new Canadian bonds in the second and final quarters 
Interest and Dividends: Payments of 1962, but retirements of securities, on the other 
hand, had the effect of reducing the increase in 
interest payments, The decline in dividend pay- 


hing ae Bete ea eS ments was primarily due to a drop of about 30 per 
millions of dollars cent in transfers on direct investment, as dividend 
| payments on portfolio investments and transfers 
1960 653 239 414 of profits of unincorporated branches in Canada 
\ 1961 770 259 511 remained materially unchanged between the second 
| 1962 781 285 496 quarters of 1962 and 1963. True to the variegated 
pattern of dividend remittances characteristic of 
1961 Lit Q 170 58 112 subsidiaries in Canada, a number of these paid 
| IV Q 222 72 150 substantial dividends in the second quarter of 
| 1962, but did not pay or greatly reduced their 
1962 TRG 179 67 15192 payments in the June quarter of 1963, or paid in 
| IE, 205 76 129 the preceding quarter, 
LEREEO 163 62 101 
| IV Q 234 80 154 An improvement of $10 million in the 
| deficit on government expenditures tallied with 
| 11963 ie0n, = 194 40 124 the reduction in the deficit for the whole group 
II Q 191 89 102 of miscellaneous current transactions, including 


official contributions. The latter item declined 


| from $12 million to $10 million, Other govern- 
| ment expenditures were slightly lower with re- 
‘duced transfers to international agencies while receipts on government account were moderately larger. 
Changes in net payments of personal and institutional remittances, for business services and of 
miscellaneous income were small and offsetting. 
! 
| With increases of similar magnitude in receipts and payments, the deficit on freight and ship- 
ping services slipped down $1 million to $24 million in the June quarter of 1963, while net payments 
of migrants' funds and inheritances remained unchanged between the two periods at $9 million. The 
value of gold production available for export at $41 million was smaller by $1 million, 
| In a comparison of the first six months of 1962 and 1963, the deficit on non-merchandise trans- 
actions narrowed more than 10 per cent from $643 million to $574 million, Nearly every item among the 
"imvisibles" contributed to this improvement, with the exception of official contributions, business 
services and miscellaneous income, whose net payments increased moderately. About three-fifths of the 
reduction in the deficit on service transactions was derived from the travel account, where receipts 
tose $10 million to $182 million and payments fell from $308 million to $275 million. The travel 
deficit of $160 million in the first half of 1960 has been progressively lessened to that of $93 million 


| 


| 
| 


ae 


poet ea 


in the corresponding period of 1963, The reductions of about 12 per cent in 1961 and more than 20 per 
cent in 1962 in the deficit with the United States was accelerated to that of about 60 per cent in 
1963. On the other hand net travel payments 
to overseas countries averaged $53 million in 
Major Components of the Balance on Non-Merchandise the period under comparison, and rose $5 
Transactions with All Countries million to $60 million in the first two 
quarters of 1963, Accordingly in the latest 
period, the overseas deficit on travel account 
became larger for the first time in the four 


ee ee 
First Half Year 


1962 1963 Change years than that with the United States, An 
millions of dollars $11 million decline in net payments of interest. 
Gold production available and dividends to $288 million was mainly due 
Forrexport Ciel ceeees 85 86 red to increased earnings on official account, | 
A rise in receipts on freight and shipping 
Travel expenditures ........ - 136 - 93 + 43 services from $232 million to $246 million, | 
larger than that in payments from $278 million | 
Interest and dividends ..... - 299 - 288 +11 to $284 million, had the effect of lightening _ 
the deficit from $46 million to $38 million, | 
Freight and shipping ....... - 46 - 38 + 8 The Canadian Government raised payments of | 
official contributions $6 million to $25 
Inheritances and migrants' million, As a result of the substantial 
Finda Meso Oe, SR peewee Me a2 ir ay contraction in net payments on travel account, 
its share of the deficit on "invisible" trans- 
All other current transac- actions fell from 21 per cent in the half | 
Plone steel, Gen aeis, s0s0.. 0) aod Gee RF io Marte ae year 1962 to 16 per cent in the same period 
in 1963, At the same time the proportion 
Balance on nron-merchandise ascribable to interest and dividends rose from 
PTAnSaACELONS .¢ec occas s sue. ee O40. = O76 + 69 more than 46 per cent to 50 per cent, not- 


withstanding the absolute decline in the deficit 
on interest and dividends mentioned before, 


Transactions by areas 


Over two-fifths of the narrowing in the current account deficit in the second quarter of 1963 
took place in Canada's transactions with the United States, more than one-third with the United Kingdom 
and the remaining one-fifth with other countries. Within the latter group most of the improvement | 
originated in transactions with the Rest of the Sterling Area. | 


The reduction in the current account deficit with the United States from $425 million to $351 
million resulted from a better than 6 per cent gain in total receipts on goods and services from $1,281 
million to $1,363 million and a fractional increase in total payments to $1,714 million in the second 
quarter of 1963, A rise in exports, in part offset by that in imports less than one-half as large, 
accounted for somewhat over 40 per cent of the decline in the current account deficit, while larger 
receipts together with lowered payments for services contributed the remainder, As referred to before 
in comments on non-merchandise transactions with all countries, increases in receipts on travel and 
income accounts and decreases in payments for travel, interest and dividends were to a considerable 


extent responsible for the improvement in the deficit on non-merchandise transactions with the United 
States. 


With the United Kingdom about an 11 per cent increment in total receipts from $296 million to 
$330 million and a similar percentage decline in payments from $248 million to $221 million combined to 
more than double the current account surplus with that country from $48 million to $109 million, Most 
of this gain was attributable to merchandise trade, with exports increasing more than 12 per cent to 
$268 million and imports declining about the same percentage to $140 million, 


The entire rise in the current account surplus with other countries originated in merchandise 


trade, with a sizable growth in exports, including manufactured materials and products, which was 
offset by a much smaller increase in imports, 


In a comparison of first half-year balances in the Sixties, the current account deficit with 
the United States has been narrowing, with the exception of the first six months of 1961, With over- 
seas countries movements in balances have been more irregular, Following a deficit in 1960, which was 
ascribable to overseas countries other than the United Kingdom, surpluses have been recorded with this 


area and with the United Kingdom, The largest surplus occurred in transactions with the United Kingdom 
in the first half of 1963 and with other countries in the same period of 1961, 


Summary of Current Transactions with the United States, 
United Kingdom and other Countries 1962 and 1963, 
and Change between the Periods 


1962 1963 Change 1962 1963 Change 


millions of dollars 


All countries United States 

Second quarter 
Merchandise exports (adjusted) ......... He70. 1,765 +145 945 1,002 shs7 
Merchandise imports (adjusted) ......... e665 1693 +" 28 i136 PLo2 + 26 
Balance on merchandise trade ...,....0+00, =a + 72 + 117 - 191 - 160 5 coe 
PEEEIEECUITICNT LCCCLPUS se crele o's’ eo eels eiels 483 Sybil + 28 336 361 + 25 
We GCUCTOTIC DAYMCNLS (oo 6 css csceeetes ss 800 776 - 24 570 5D2, - 18 
Balance on non-merchandise transactions eIBTT o--- 265 + 52 26408 = 191 + 43 
BECCTDES Cece sce tse seveesebeevess Zn O3 25200 ary Suyhs) 238i 363 ae te 
EREEEDAVINCTIES sy cfc ose ce chee ees eee eens 8 2,465 2,469 a 1,706 TAWA, + 8 
Current account balance eererervrreer er eee eee = 362 = 193 + 169 — 425 — Sil + 74 

January to June 

| : 
Merchandise exports (adjusted) ......+.. SOPs 03s 241 + 226 1,803 1,881 $78 
Merchandise imports (adjusted) .......4. 3,067 3,106 +1539 25130 22193 + 63 
Balance onemerchandise traders .'y 5. se se = 52 + 135 + 187 - 327 Speen l staged 
Peereerrent recefpts 2.8 vee ewe cee ess 836 895 aug 596 631 of35 
Pee CUrTeNt PAyMCNtS seedesscserersces 1,479 1,469 KG) 037 1,024 = 913 
Balance on non-merchandise transactions - 643 = 574 + 69 - 441 = 393 + 48 
feecetpts Creie ee Le. PR. Oe. 3,851 4,136 + 285 2,399 2,522 + 113 
REPMEDAYINCTIES = se eters sia s clelslee slave cs tes ee ve 4,546 4,575 + 29 3,167 37207 + 50 
Surrent account balance .....eeseerevees - 695 - 439 + 256 - 768 = «705 + 63 
United Kingdom Other countries 

Second quarter 
Merchandise exports (adjusted) ......... 238 268 +30 437 495 - 3S 
Merchandise imports (adjusted) .......+-. 160 140 - 20 369 39% 22 
3alance oOnminernchandise trade s..scceee + + + 78 + 128 + 50 + 68 + 104 + 36 
Geeeeurrent receipts’... eset cere sacs 58 62 + 4&4 89 88 = il 
PeeCUTent PAYMENtS ....s.cccsceccccs 88 81 er 142 143 eee 
Balance on non-merchandise transactions = 30 ee = Feiwel 8 = 3 =D - 2 
PET CCEL OTS soe lta este terete ts eters 296 330 + 34 526 583 + 57 
EE ee 248 Zo = 2) Sit 534 23 
ammeetit account balance ....sssoessccece + 48 + 109 + 61 Se OLS + 49 + 34 

January to June 
ferchandise exports (adjusted) .......e5 430 481 + 51 782 879 + 97 
ferchandise imports (adjusted) ....e..0- 297 243 - 54 640 670 gee 
3alance on merchandise trade .....0.ee00. + 133 + 238 + 105 + 142 + *209 + 867 
MOET eNe TECEIPts fesse cee css cece 98 112 + 14 142 io2 = ae 
)emer current payments .........+- Ayu ir i A 6 169 an 5 265 276 +o" 17 
i: ney on non-merchandise transactions - 79 AOS 7 + 22 ~-ai25 - 124 - 1 
cert. uy. favs soddleceescedess 528 593 + 65 924 ands 032 + 107 
MUUTIPHES. 2. uss cccccsececcerssesres 474 412 - 62 905 946 owe 
mmc account” balance ...6 ccs ewe cee es + 54 + 181 + 127 + 19 + 85 + 66 


88885989898 TT 


seus 


Between the first 6 months of 1962 and 1963, the deficit with the United States contracted $63 
million to $705 million, the surplus with the United Kingdom showed a three-fold gain from $54 million 
to $181 million, and the surplus with other 
countries increased $66 million to $85 million. 
Quarterly Current Account Balances 


Non-merchandise transactions accounted 
Rol a plein ember eerie tah nc «5 Sonia 


for at least three-quarters of the reduction in 
ee cease siaba cet: the current deficit with the United States, since 
millions of dollars gains of similar magnitude in merchandise exports | 
and imports lessened the contribution of trade to 
United States: lowering the deficit. Smaller net payments on trav 
“a St OO i - 343 - 449 = shes - 404 alone accounted for the entire decline of $48 
1961 - 433 - 435 = itsyl - 367 million in the "invisible" deficit with the 
1962 - 343 - 425 - 66 - 282 United States, The reduction of $21 million in | 
1963 SG) are oy net payments of interest and dividends together 
with a rise of $1 million in the value of gold 
United Kingdom: production available for export were counter- | 
1960 + 28 + 12 + 48 + 78 balanced by enhanced net payments on other items, 
1961 + 39 + 27 + 42 + 79 i 
1962 bi Ger 248° +9549, 4 LO More than four-fifths of the $127 million. 
1963 72a 109 rise in the surplus on current transactions with © 
the United Kingdom originated in merchandise | 
Other countries: trade, with exports advancing more than $50 | 
1960 = tel: - 40 = LOR 3 million and imports declining by a similar amount, | 
1961 ib Oo. ot? OS opt: oT ke 26 or over 18 per cent. Commodities which contribute: 
1962 eee oe eS —eetic «+ v9 to the export rise to the United Kingdom were 
1963 + 36 + 49 wheat, lumber, metals and minerals, including | 


aluminum, nickel, and uranium, while dimi~ished 
exports of automobiles was one of the main factors 
behind the drop in imports. The non-merchandise 
deficit with the United Kingdom fell $22 million to $57 million as a result of higher receipts and 
reduced payments on freight and shipping services, larger receipts of immigrants’ funds and inheritances) 
and lower net payménts on government account. | 


The entire enlargement of $66 million in the surplus with other countries originated in | 
merchandise trade, as increases both in receipts and payments on "invisible" transactions offset one 
another, A jump of 35 per cent in shipments of Canadian commodities to the Rest of the Sterling Area, 
offset only in part by increased imports, accounted for more than one-half of the gain in the surplus 
with overseas countries other than the United Kingdom, A further improvement of nearly 40 per cent 
resulted from a moderate rise in exports plus a small decline in imports from the other OECD countries, 
An increase of about 8 per cent both in exports and imports, the former however being from a larger base 
from the remaining countries accounted for the remainder of the rise in the surplus on current trans- 
actions. Among countries in the Rest of the Sterling Area, the Republic of South Africa bought more 
than $15 million worth of Canadian wheat in the first six months of 1963. Larger shipments were recorded 
to India of wheat, newsprint, copper and rails, among other commodities. Exports of metals were 
moderately higher to Pakistan, and increased shipments of motor vehicles and parts and electrical 
equipment left for Australia. Among countries in the remaining group, the largest increase of nearly 
$30 million, or more than 25 per cent, occurred in exports to Japan, covering such commodities as wheat, 
oil seeds, lumber, pulp, copper and iron ore. Shipments of Canadian wheat to Mainland China fell 


nearly 25 per cent between the first halves of 1962 and 1963, but maderate-sized shipments of wheat to 
Czechoslovakia reappeared in the June quarter. 


Capital Movements 


The inflow of capital into Canada in long term forms has moderated somewhat from the very high 
levels of late 1962 but has continued to be greater than the current account deficit incurred in the 
period, thereby allowing some further increase in official holdings of gold and foreign exchange. The 
growth of these holdings ceased in June when there was a modest reduction. While the inflows in long 
term forms have exceeded the current account deficits to date in 1963, this was not the case in the 


years from 1957 to 1962 and over the period as a whole there has been a large net inflow in the form of 
net short term liabilities. 


= @ = 
1962 1963 
Summary 
TC) GEO DLO VEO iQ EEO 
millions of dollars 
Capital movements in long term forms ...... + 16 - 16 + 248 + 445 + 384 +4236 
Capital movements in short term forms(l) .. - 47 - 215 + 472 4-152 ae of +--68 
Balance on goods and services ......+... cetyl cog IS EE) - 362 - 34 - 119 - 246 - 193 
SE ROVE ones see 'ss see oss 9s 3 Sires see OFF - 593 + 686 + 478 + 66 $~ Lil 
Special international financial assistance - Seay, - = 37d - - 
Change in official holdings of gold and 
Seren WeRCNANe( 2) 45 hctisice cbs e008 vises + 364 - 114 - 686 - 101 - 66 - 111 
(1) Excluding change in official holdings of gold and foreign exchange and special 
international financial assistance. 
(2) Increase (-). 
DIRECT INVES TMENT The net inflow of foreign capital for direct investment in foreign-controlled 


: enterprises in Canada is estimated to have totalled $55 million in the second 
quarter, This was some $25 million lower than in the first quarter but a part of the decline is 
accounted for by the incidence of takeover and refinancing transactions, 


The petroleum and natural gas industry attracted the largest share of the net inward movement 
in the quarter, despite some outflows in connection with takeover transactions. Mining followed in 
size but did not give rise to inflows on the scale of the first quarter due to the phasing out of some 
capital projects. There were relatively small net inflows to manufacturing enterprises in contrast to 
the first quarter when the total was inflated by tne transfer of funds for takeovers. 


About three quarters of the net inflow for direct investment in Canada in the first half of the 
year appears to have originated in the United States, 


The net outflow of Canadian capital for direct investment abroad is estimated to have con- 


tracted from $15 million in the first quarter to $5 million in the second. Most of the change re- 


flected the disposal of existing investment in the United States. 


SECURITY TRANSACTIONS The net capital movement into Canada from transactions in bonds and 
stocks during the second quarter of 1963 amounted to $212 million. 
‘This represented a substantial reduction from the very high level of $329 million established in the 


first quarter of the year, While the second quarter inflow was large by historical standards it could 


be more than accounted for by some $232 million net received from deliveries of bonds whose sale had 
| been arranged earlier. Unusally large retirements 
} of foreign-held Canadian securities contributed 
New Issues of Canadian Bonds Sold to to this result, 
United States Residents 

Net sales in the quarter of $212 million 
included $390 million proceeds of new Canadian 


ae ago ae Deliveries issues of bonds and stocks, and $12 million from 
millions of dollars net transactions in foreign securities, On the 
(1961 Year 355 437 other hand there were net repurchases from non- 
'1962 Year 936 668 residents of $13 million of outstanding Canadian 
| securities, and retirements of foreign-held 
(1962 aD 133 33 Canadian securities led to a capital outflow of 
) It Q 78 194 $177 million, 
. Ait, Q 395 73 
| IV Q 370 368 More than two-thirds of the proceeds of 
new issues in the quarter arose from corporate 

borrowing with natural gas pipelines, other 

1963 = ‘ =F Bee utilities, petroleum and finance companies all 


contributing in important measure, At mid-year 
ES SR ee ee ke ee the total of bonds sold to residents of the 


« ye 


ec 


United States but undelivered was $189 million. Retirements of foreign-held Canadian securities 
included major amounts covering stocks of utility companies acquired by the Quebec Hydro-Electric 
Commission, as well as government and corporate 
Net Sales (+) of Outstanding Canadian Stocks bonds, 


to Non-residents 
The net outflow of $13 million covering 


United Other the repurchase from non-residents of outstanding 
Period SA States Countries Canadian securities concealed net sales of $31 
millions of dollars million of bonds and debentures, and net re- 
1962 5 | - 14 15 Sood purchases of $44 million of stocks, The inflow 
TEA - 44 Pee - 41 from trading in bonds was higher, and the outflow 
EET IO - 26 - 6 - 20 from trading in stocks was smaller, than in the 
IV Q = Gy Sige: Slee first quarter, and the net outflow was $21 million 
smaller, 
1963 Eu - 57 - 30 = 20 
II Q - 44 - 29 =? LS In June trade in all outstanding issues 
gave rise to a net capital inflow of $3.7 million, 
April - 19 - 13 + pO For the first time since October of last year 
May = 19 - 12 - 7 trade in outstanding Canadian issues contributed 
June - 6 - 4 - 2 a small inflow. There were net sales of out- 
standing Canadian and foreign issues to United 
States residents aggregating $4.6 million in 
June; this was larger than in recent months, 
OTHER CAPITAL MOVEMENTS During the second quarter Canada received repayments aggregating $6 


million on loans to other governments, 


Change in Canadian Dollar Holdings 


of Foreigners Canadian dollar holdings of foreigners 
rose by $24 million in the second quarter follow- 
Period Total Pearse a ing a slightly smaller decline in the first 
S etc, 


quarter, With a declining yield differential 


millions of dollars between treasury bills in Canada and in the 


1962 Eo rey + 18 = 50 United States, foreign holdings of Canadian 
5i°0 ER YA + 50 ~ 16 treasury bills fell by $19 million but the 
Ett 6 - 54 ete ae Si increase in deposits of non-residents was much 
IV Q ah OY = 61 + 85 larger than this leading to the net inflow of 
1963 i buoy ie BO = 30 capital. Most of the net increase in these | 
TIs0 rie fA Lis 1 43 short term Canadian liabilities was on account ' 
of residents of the United States. | 
Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 

| 
1962 1963 l 
Transactions with all countries First Second Third Fourth First Second | 


quarter quarter quarter quarter quarter quarter 
millions of dollars 
International financial agencies (1) 


Canadian dollar subscriptions ....... Apne =e ree ey: Shey - 8 - is 

Short-term Canadian doilar holdings ..... 33 54(2) 1 10 : - 6 
Long-term capital transactions n.i.e. ..... 6 = W527, 26 - 15 - 10 - 32 
Bank balances and other short-term funds 

abroad (excluding official reserves) .... 49 - 245 257 17 - 59 - 58 
Canadian commercial paper ...... Pag eee) WEIN E 15 
Canadian finance paper’... a «ss cia. 1 c0ds.é5 6 vaio.) 28 tS A Be 52 ( 8 sip 
Canadian finance company obligations n.i.e.) ( 3 7 
All other transactions including 

changes in loans and accounts 

pecelvyable cand payable (3. ois wuss a1eeccons - 103 =r OL 240 57 35 89 | 

Pormeec teem NP yess ae, ee ie ene MOR G7 552 113 - 61 + 125) | 


One = ee OS a SE ee ee ee 

(1) International Bank for Reconstruction and Development, International Monetary Fund, and 
International Development Association, 

(2) Excludes counterpart of special financial assistance to Canada which is included in D 15, 


(3) Includes also balancing item representing difference between direct measurements of current 
and capital accounts. 


Among the movements shown separately in the supplementary statement of "other capital movements" 
were outflows of $58 million to finance increased private and banking holdings of foreign exchange by 
residents; the corresponding movement in the first quarter was $59 million. There were outflows of 
$32 million for long term capital transactions not included elsewhere; a substantial part of this 
figure covered repayments of bank loans which were refinanced by the issue of securities, and extensions 
of export credits also contributed, There were net sales to non-residents of $15 million of Canadian 
commercial paper in contrast to the substantial net repayment of $39 million in the first quarter. On 
balance, changes in loans and accounts receivable and payable appear to have led to an inflow of $89 
million. Inflows of this order of magnitude are typical of the second quarter, 


Official Holdings of 


Gold and United States Dollars United States Dollar in Canada 
SS sees 
End of Period Amount Vics Period High Low Close en 
in period average 
Mitbions Of Uno AG Canadian Cents 
dollars 
1962 La 1,709 - 346 Pore 01y 0, 104.37 103,00 . (04,34 103.61 
Ir 0 1,809(1) + 99 
jo Le) 2,445(1) + 636 
IV Q 2,939(2) fae, 1962 TO 7105.03, 104.34 105,00 104.77 
{1 G2 0.109700 1) 104587" “losers 107. 42 
1963 L.Q 2,600(2) tae nO LiL Ome 106.19 Gal07 66) 107% 66 107.78 
| ELnQ ~ 2,692(2) ty 92 WO POT. St Os, 93 | Or, Fe 107, 63 
April 2.01102) + 71 
May 2,712(2) or bet 1963 EF O28 107294 1807.59 ) 107.81 107.76 
June 2O92K2) - 20 LLOQ S107.97 —— 100-59) 107, 84 107.74 


(1) Includes (+) 650 special international 
financial assistance, 
(2) Includes (+) 300 special international 
| financial assistance. 


The Canadian Balance of International Indebtedness 


The accompanying statement, showing the Canadian balance of international indebtedness, presents 
estimates of the various external assets and liabilities relating to the nation's international in- 
vestment position. (1) The ditference between assets and liabilities is described as the Canadian 
oalance of international indebtedness, This balance arises from the amount by which foreign investments 
in Canada and other kinds of liabilities abroad exceed external assets owned by Canadians. 


At the end of 1961 the balance of Canadian indebtedness to other countries amounted to $17.9 
oillion, an increase of $1.1 billion or 6 1/2% from the end of 1960. This is less of an increase than 
in preceding years. One factor contributing to the more moderate rise has been a higher value of 
Zanada's external assets resulting from the reduced foreign exchange value of the Canadian dollar at 
the end of 1961. Reduced capital inflows and less income of non-residents reinvested in Canada also 
rontributed to the smaller increase in 1961, This balance of indebtedness compares with one of $5.0 
oillion one decade earlier, in 1951, The major contributor to the increased balance of indebtedness 
in both the year and the decade has been the expansion in foreign long-term investments in Canada, 
lescribed in the note which follows. 

1) This statement is identified as "Table V'' and represents advance publication of a part of the 
forthcoming report "The Canadian Balance of International Payments 1961 and 1962, and International 
Investment Position" (DBS Catalogue No, 67-201). 


a 


Investments of Foreign Long-Term Capital in Canada 


Foreign long-term investments in Canada have been rising over a long period, being a prominent — 
source of the financing of investment in Canada. The total value of foreign long-term investments 4 
which had been $20,857 million in 1959, rose to $22,214 million in 1960 and $23,570 million by the 
end of 1961. These rates of increase of over 6% in each year are less than in some earlier periods of 
even greater rise, The largest parts of the rises in the value of this group of investments have come — 
from inflows of capital to Canada which are reflected in the capital account of the balance of payment 
In addition, other significant parts of the growth have originated in the retention of parts of the | 
earnings on investments in Canada which accrue to non-residents. 


Most of the above increases in this two-year period, as in preceding years, have been due to 
the expansion in direct investments in business enterprises in Canada which are controlled abroad. 
Increases in this group are distributed among primary and secondary industries with gains in manu- 
facturing being almost as large as in the petroleum and mining industries, There were also sizable 
rises in the financial field, but in merchandising and in utilities other than pipelines, the gains 
were more moderate, There was a proportionately large gain in non-resident holdings of government and 
municipal bonds, mainly arising from sales of new issues outside of Canada, But in the case of other 
portfolio investments the increase was relatively small except in the case of miscellaneous investments — 
which are mainly held through intermediaries, 


Investments owned in the United States accounted for most of the increase in the total, rising 
to $17,966 million at the end of 1961 from $15,826 million in 1959, The direct investment group with 
a book value of $11,284 million at the end of 1961 was again the main source of the rise, with other 
substantial gains in United States holdings of Canadian government and municipal bonds, other port- 
folio holdings and miscellaneous investments. 


Investments owned in the United Kingdom rose from $3,199 million in 1959 to $3,385 million in 
1961 due to a higher total of direct investments, a figure which, however, was partly influenced by 
changes in company classifications in 1960, 


Investments owned in other countries showed a sharp gain from $1,832 million in 1959 to $2,219 
million in 1961, a figure which is also affected by changes in company classifications in 1960. Besides! 
concentrated gains in direct investments, there are also significant rises in holdings in these countrie 
of government and municipal bonds and miscellaneous investments, 


Forcign Capital Invested in Canada, 1959-61 


a 


Owned by all non-residents Owned in United States 
Item 


1959 1960 1961 1959 1960 1961 
a ee ee ee Ee ee le er ee ee ee ee 
millions of dollars 


Direct investments .......see.c00e 11,906 12,872 13, 237 9,912 10,549 11,284 
Government and municipal bonds ,,. B35 182 3,269 3,438 2,764 2,903 3,049 | 
Other portfolio investments ...... 4,554 4,645 4,714 2.3503 2,613 2, 719s 
Miscellaneous investments ........ 1,285 1,428 1,681 587 653 834 
Total long-term investments .... 203557 ya REO AES 2.35570 15,826 16,718 17,966 
Owned in United Kingdom Owned in all other countries | 
Direct ‘investments ..<ssv<ss ee eks 1,384 1,535 1,613 610 788 840 
Government and municipal bonds ,,, 141 ay, 147 207 239 242 
Other portfolio investments ...... 1,474 1,486 1,402 Dlg 546 513. 
Miscellaneous investments ........ 200 211 223 498 564 624 
Total long-term investments .... 35.99 mH 0 a0 1,832 2,L3¢ 2,219 


a 
A 


tas i ee 


TABLE V. The Canadian Balance of International Indebtedness, Selected Year Ends, 1926-61! 


Item 1926 1930 | 1933 | 1939 | 1945 see 1951 | 1954 | 1955 1956 | 1957 | 1958 1959 | 1960 | 1961” 


billions of dollars 


anadian liabilities: 


Direct investments VIII, X..............cccccccsesee a i Wi ee ea oe es (as 4.5 6.0 es 8.9 | 10.1 } 10. 
Government and municipal bonds IX............ Palas) C1 | 7) ie | et | 211 uel ai | 23 | ae | sk | ae | oe 
Sue portrolio investments VII .................. | 2.5 | 3.2 | 3.0 | 26 | 2.4/2.3) 251] 3.1| 3.1] 3.5] 3.91. 4.1) 221 44] ala 
Income accumulating investment fund a _ —_ _ _ _ _ _ 0.1 0.2 0.2 0.3 0.3 0.3 0. 3 0. 3 
Miscellaneous investments VIII ................. 05 | O-Siminsy, 0.2) 023.) 0.3 1) OFae).. 0.6.) ofemnwoces |) loxced asticlienes| Lak 19 
Foreign long-term investments in Canada 
MURR Meco acces cic: sk spaaaaneciecsve ignaceoanceisseenecte 6.0 | 7.6] 74) 69 | 71) 80 9.5 12.5 13.5 15. 6 17.5 19.9 20.9 | 22.2 | 23.6 
Equity ~ non-residents in Canadian assets 
CNA ono oe cis op anadscee ects tesscncvencdesovesanecucate 50 os ar 0. 2 0.2 0.3 0.4 0.6 0.7 0. ° by 
SuMisianidoliara holdings of non-tesidenta|- .. |... |- 22. | 0.3: |0:3 | oa | a4} o3 | oa! ool os Oe 0:5 Gad oe 
Canadian short-term assets of international F i 
financial WOT OLOS osc ce ass cen sacdacecsie saves ctte -_ = = = = 0.3 0.3 0.2 0. 2 0.2 0.2 0.2 0.4 0.4 0. 4 
Gross Mabilities? oe eeeeseee 6.4 | 80 | 77 | 7.4] 76 | 89 | 10.6] 13.7 | 14.8] 17.0 | 18.9 | 20.6] 22.7 | 24.3 | 25.7 
“ORICSG UC UGY: Ds eee Bho) 4.9 4.7 4.5 5.4 6.4 7.9 10.3 11.1 12.6 14.2 F5u.D 17.0 18.0 19.3 
United Kingdom? girrrerreeeeneenereeeneneenneeaee PAS Tr 2.9 2.8 2.6 1.8 1.8 1.9 PAH} eo 2.8 Ser 3.2 3.4 y 5 & 5 
DPEIOEEC OUD LE LOS 62. cccstcaredeanedscissescccenswace 0.2 0.2 0.2 0.3 0. 4 0.7 0.8 1.0 VEY) 1.5 Higeef 1.9 2.4 2.8 2.8 
Short-term payables? ...........c.ccscsesesecseeeaee Rowe eee earl een Od (0.4) 0525), 0.45 O54) OT |, 400) 121 16 ee | oct 
Gross liabilities .....................c cc eeeseeeee 6.47| 8.07} 7.77| 7.47] 8.0 9.3 11.3 14.1 15.3 17.7 19.9 21. 8 24.3 26.1 27.8 
Janadian assets: 
Direct investments VII ...... Porn. & 0. 4 0.4 0.7 0.7 0.9 hee 1.6 UGH! 1.9 2.1 Papi 2758) Pant} 2.6 
Portfolio investments VII 0.5 0.8 0.9 0.7 } 036 0.6 0.6 0.9 1.0 1.0 1.1 alsa s ore is 1.5 
Government of Canada loans and advances VI... —_ -_ - = Orzo} 2.0 1.9 SH 1.6 1.6 NEG) 5 15 1.4 1.4 
Government of Canada subscriptions to in- 
ternational financial agencies.................. - - — _ - 0.4 0. 4 0.4 0.4 0. 4 0.4 0.4 0.6 0.6 0.6 
Canadian long-term investments abroad .. | 0.9 1.3;13;] 1.4) 20] 40 4.1 4.6 4.7 4.8 5.0 5.1 5.5 5.8 6.1 
Government of Canada holdings of gold and 
PAFCICNUEXCHAN GE’ VI) oiceranes...vsnensoncesecsencese Xe ate a6 0.5 Ley TZ 1.8 1.9 1.9 1.9 1.8 1.9 1.8 1.8 2.2 
Bank balances and other short-term funds 
BPE ANB oen even aso canccdganccedsancdecescudie nnivaracucuse : o zi J 0.1 0.1 0.1 0.4 0.3 0.6 0.9 1.0 1.0 Wee Liga! 
(LEE STS 2 on 1.3 1.5 1.4 19/| 3.8 5.2 6.0 6.9 7.90 7.3 7.7 8.0 8.4 8.8 9.4 
Government of Canada holdings of gold 
and foreign exchange ...............c:eccere - = - seh |) abs 1.2 1.8 
RENICed States oe. JRL Sens. scasscccoesesmee O57} O59 OSs b 0.97 O59) | = 1.7 1.4 
PIRILO CuK INGA OMA?® .ce.ck.noc.0a.-cncccennrensecosee On Ont — 0.1 0.7 1.6 Lat5, 
Other Countries? *® 0. cncc.scclA.ccccccscsssssecees 025 } O55 1076" | 0.4 1) 055 bes 13 
Short-term receivables’ ..........-c..c:ccccseccccesseee AG Ad ae qe 02k. | 052 0.2 
PORES ICS ROES coc... a csccceccsescasesscacsasesuenavsessees 1.37} 1.57] 1.47] 1.97] 4.0 5.5 6.3 
‘anadian net international indebtedness: 
TRAE LTEL CS, aes te cen cansnesessencenecen 5.17| 6.57/ 6.37} 5.57| 4.0 | 38] 5.0 
Government of Canada holdings of gold 


and foreign exchange .............eseeeee — _ — {-0.5 |-1.7 |-1.2 | —1.8 
United States?’ ............. 2.8 | 4.0 | 3.9} 3.6 | 4.6} 5.3 6.5 
United Kingdom?’ .. 2067) 2S deezrs | 2e0 a 022 0.4 
Other countries?’ ..... -0.3 |-0.3 |-0.4 |-0.1 |}-0.1 |-0.6 | ~0.5 


Short-term indebtedness% .................... ae < ie Aa 023} 7052 0.5 


1 For missing years after 1945 see Tables ‘t and ITI in ‘‘Canada’s Short-Term External Assets and Liabilities 1945-1957’’ (DBS catalogue No. 67-504). 
| 2 Rxcludes short-term commercial indebtedness. 
_ Includes international financial agencies. 
_ “Country distribution not available. ‘ 
5 Net external assets of the Chartered Banks of Canada amounted to $370 million in 1926, $180 million in 1930, and $91 million in 1933. 
6 Excludes Government of Canada holdings of gold and foreign exchange. 


Note: As figures are rounded, totals do not necessarily equal the sum of their component parts. Roman numerals refer to tables with further detail. 


General note applicable to all statistics of foreign investments in Canada 


| Common and preference stocks are included at book (equity) values as shown in the balance sheets of the issuing companies, bonds and debentures are 
ilued at par, liabilities in foreign currencies being converted into Canadian dollars at the original par of exchange. 

} Investments in Canadian companies have been classified according to principal activities in Canada. 2 

, Investments in Canada shown as owned by residents of the United States and the United Kingdom include some investments held for residents of other 
untries. 

For more detailed explanations see ‘“‘Canada’s International Investment Position, 1926-1954’’. 


{) 


) 


TABLE VI. Canada’s Official Holdings of Gold and United States Dollars,* 1951-62 


| At end of 1956 1958 1959 1962 

{ millions of U.S. dollars 

UWCReeseececveesecesseeee-e | 1,653.4 | 1,787.2 | 1.845.3 | 1,827.2 | 1,871.5 | 1,871.4 | 1,923.6 | 1,867.7 | 1,888.3 | 1,856.1 | 1,934:9 | 1,709.4 
' 1,683.0 | 1,827.7 | 1,750.1 | 1,863.3 | 1,930.4 | 1,899.5 | 1,941.8 | 1,921.4 | 1,934.2 | 1,773.9 | 1,985.2 | 1,808.7° 
ptember .........ceee.. 1,610.1 | 1,855.6 | 1,787.3 | 1,898.6 | 1,936.7 | 1,903.5 | 1,889.9 | 1,888.2 | 1,938.3 | 1,813.0 | 1,924.3 | 2,444.6? 
PCOMbET ..eecececsceeece-- 1,778.6 | 1,860.2 | 1,818.5 | 1,942.6 | 1,900.8 | 1,936.2 | 1,828.3 | 1,939.1 | 1,869.2 | 1,829.2 | 2,055.8 | 2,539. 4° 


1 Gold, United States dollars and short-term securities of the United States Government held by the Exchange Fund Account and other Government accounts, 
‘d net holdings of the Bank of Canada. 

2 Includes $650 million special international financial assistance. 

* Includes $300 million special international financial assistance. 


QUARTERLY ESTIMATES OF THE CANADIAN 


1962 
Note: Data for 1963 are preliminary and 


ae ee 


1 -96683 1962 
II Lis rv I 

Current Receipts 
Merchandise exports (adjusted) o.....c..ccccccsccsseseseeesesecsesnecseeee 1,447 1,557 1,619 1 s393 
Gold production available for CXPOrt ........ccceeeeeeenerereterees 42 41 38 43 
PPAVOLOXPEHGLEHRGS casein Cot ken. csassnnssoeener eaten ete 103 255 85 L6 
Interestand dividends (2... 0.trtec.c.ceeteecesete eee esieeeeeeoers 59 40 7h 33 
PRCTONE- ANG SHIDPIDE ssesscd nator cee ee eee eee 120 iy 129 104 
Inheritances and immigrants’ funds ......0....cccccecessessecsseseeees 28 Si 25 20 
All other current receipts .....ccccccscscscscsesssesscssscssecssesessssseeecais 103 99 98 107 
Total Current Receipts ..........ccccccccscssssessessesesseseseseesseees 1,902 2,158 2,068 1,748 

Curent Payments 
Merchandise imports (adjuSted) .........cccccccccesscesssecssesseecesssees 1,478 1,419 1,559 1,402 
Travel expenditutes ..4.5...0-06ecd ee 168 220 125 130 
Interest and dividends)... )cdvn- cee eee ee 174 170 222 179 
Froight and shipping’ s.2...teak.. nade eee 142 ie 159 125 
Inheritances and emigrants’ funds .............cceccsceseeeeseeeeees 43 49 4,7 34 
Official Contributions... cts tn ccc eee ee ee 8 LS 20 v4 
ATIPORHEL, CUITENE PAYIMEDES sre cs.sstasccuseak Reetvet cee ee 200 196 208 204 

Total Current Payments 2.2.05. ss. h Genera en- ee 2,213 2,220 2,340 2,081 
Balance on Merchandise Trade ..........cccccccccescessesesecscesseeees - 31 +138 + 60 = a, 
Balance on Other Transactions, excluding B 9.0.0.0... -272 -185 -312 -319 
Official Contributionss a... eb. 2.08 eae - 8 - 15 - 20 - 7 

Current Account Balance .0..........0.ccccccccccccccsssececececsrecsecsesecsenss -311 = 62 =272 -333 
Capital Account 
Direct Investment 

Directinvestment in Canadas -ome.. eee ee eee +158 +117 +100 +110 

Directeinvestmentia broad yes: ce see eee eee eee eed i el lies - 30 
Canadian Securities 

Trade in outstanding bonds and debentures ..........0......... +0'3h - 11 +? - 3 

Trade in outstanding common and preference stocks...... +32 - - 5 - 14 

NG W-ISSUCS Setetircs sc: to's Shee em ete, ee es eee +190 +125 +117 + 47 

FRGGIRO NOR EG epee ccscces Scns secactehe dna eatanetas ei mance AO - 92 - 29 -103 - 7h 
Foreign Securities 

Trade: in odtstanding issuese nc) aoie us ee bate, - + 2 - 10 - 32 

Nes S106 indeed oy ec seule ae eae dinar tie - 18 mans - 7 ~ ie 

FROCISCIICIIES (70h goe eect -ceare tatters paseo an eee mee ates ents ee ee: a aipelac’ +95 
Loans by Government of Canada 

TEU UN Siete enc eat a ee chico coe sess eevee Mee a er - - ~ - 

REPAY MEMES somerset easB cia ot eae tices t ste. exten eos aioe +! 97 _ + 27 + 3 
Subscriptions in gold and U.S. dollars to international fi- 

Nancialagencies, werk eee eaten eee - = = = 
Change in Canadian dollar holdings of foreigners.............. - 72 eee + Lh =- 32 
Special international financial assistance ..........ccccccssesees - oS a = 
Change in official holdings of gold and foreign 

exchange (increase, minus) ee cece tote ected aan ee ~ 51 + 62 -135 +364 
OCRGE- CADIER MO VOINCDES ii oct cossstac cane oetaaeec causaseee lee +142 -187 +251 = oe 

INCE CCR DIERL MOCOMNOIN 5.5. cco Seararcansstecace seep ee Meat enhass oa leeazs +o + 62 +272 +333 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
B1) ‘The Canadian Balance of International Payments’’. 


A 11) This item includes government transactions n.o.p., personal and institutional temittances, miscellaneous income, insurance trans- 
B 11) actions, and business services. 


: 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1961 are subject to revision. 


its 2 1963 Annual Totals Four Quarterg 
ended 
at ais IV ui it 1960 1961 1962 June 30,1963 
(millions of dollars) 
A 
1,620 1,628 1,721 1,476 1,765 5,392 5,889 6,364 6,590 1 
42 29 41 45 41 162 162 165 166 3 
126 294, OL 50 132 420 482 560 570 4 
52 Li 82 43 54 shea 209 211 223 5 
128 133 133 120 136 4L2 486 498 512 6 
ape 42 31 27 36 102 103 124, 136 7 
104 108 107 109 12 41g 403 426 436 11 
2,103 2,288 2,209 1,860 2,276 tsat0 7,734 8,348 8,633 12 
B 
1,665 1,559 1,583 1413 1,693 5,540 5,716 6,209 6 8 
178 *200 "102 "117 "158 "627 61,2 610 oe , 
205 163 234 194, 191 653 770 781 782 5 
53 158 152 124 160 533 568 588 59L 6 
40 AL 5 40 45 181 174, 163 174 7 
12 5 8 15 10 61 56 32 38 9 
212 193 204, 203 Zig 758 790 813 812 11 
2,465 Se ce PS Lo: 2,106 2,469 S555 8,716 9,196 9 5225 12 
= &5 + 69 +138 + 63 + 72 -148 +173 +155 +342 
-305 - 98 -2h9 -29L, -255 -1,034 -1,099 -971 ~896 
- 12 - 5 - 8 - 15 ~ 10 = 6) - 56 - 32 - 38 
-362 - 34 -119 246 -193 -1,243 -9&2 -848 -592 Cc 
D 
+ 80 +145 +190 + &0 255 +650 +515 +525 +1,70 1 
- 30 - 15 - 25 - 15 - 5 - 50 - 80 -100 - 60 2 
+ bk + 39 + 24 + 23 + 31 + 3 + 63 + 64 +117 3a 
e Lh mates hee - 57 - AL + 51 + 40 ~116 -159 3b 
+201 + 8) +381 +412 +390 +41,7 seb B: +710 = +1, 264 4 
- 71 - 54 -123 - 53 -177 —265 -297 322 -1,07 5 
- 37 - 9 - 5 #5 + 10 - 19 - 5 - 83 te 6 
a i, = eS =A ps - 6 =p | - 18 - 37 - 16 - 19 7 
e 5 + a5 +75 + RS a 5 + 18 + 9 + 20 + 20 8 
a ly wr = = eS - - 7 - 7 9 
+ 7 + 68 + 51 - + 6 + 32 + 37 +129 +125 10,11 
aa - ei A a = - 3 - - 1 - l 13 
+ 34 ok + 2h od + 2h +120 - 34 - 28 - 27 14 
+707 - -377 - ~ - - +330 “377 15 
-1ll, —686 -101 - 66 ~111 + 39 —229 —537 -964, 16 
-376 +552 +113 =e + 12 +238 +L,87 +280 +616 17 
+362 + 34 +119 +246 #193 +1243 +982 +848 = +592 k 
i 
| NOTES: 


D A minus sign indicates an outflow of capital from Canada. 


 D1,2 Exclusive of undistributed profits. 

D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1963 


Rising merchandise exports improved the current account in Canada's balance of payments in the 
third quarter. Compared with the corresponding quarter of 1962, this rise was well in excess of a rise 
in imports and some deterioration in the balance from non-merchandise transactions. The result was a 


_ small surplus of $8 million from net sales to non-residents of goods and services in the third quarter 


of 1963. While the current account is seasonally most favourable in this quarter of the year, mainly 
because of travel, the 1963 surplus compares with a deficit of $34 million in 1962, and one must go 
back to 1954 to find another surplus. However, allowing for seasonal variations the balance on current 


/ account in the third quarter implied an enlarged deficit over earlier quarters of 1963. 


In this period when the current account did not give rise to a need for external financing, the 
capital inflow in long-term forms contracted sharply. A number of special factors mentioned later 
influenced the size and direction of these flows. There were outflows of capital in short-term forms 


and Canada's official holdings of gold and foreign exchange were reduced moderately. 


Summary Statement 


1962 1963 


iL 1, itil 1G, IEA 4G, IV Q ib 0, 1LIE 40, LTTE 


millions of dollars 


feaeeiandiscestrade balance. «sf. 6 206 006 601 2% s6 - i - 45 + 69 + 138 + 69 ie) ho ap SS 
Deficit on non-merchandise transactions .... - 326 =5 LOS - 257 - 313 =I 6Siger— 12/7 
MEE C COUN Da LANCE tiene. Sac ds 2 Sams © es - 333 =" 362) =) "34 - 119 - 244 - 187 + 8 


Capital movements: 


SMO TIME LOLMS © tg tsi he «sys, «Mile os 9 Glee «i s+ 0i5s a ae - 23 + 246 + 441 + 376 + 203 + 28 


249 + 474, + 156 - 66 aie 95) = BD 


OSG TMESOLINS(CL))! bovere «te ecetend + sucess aye S08 - 65 


Change in official holdings of gold, foreign 
exchange, and net International Monetary 


Fund position, less special international 
BPP CIB IS ASSISTANCE: 2 oss ss cee ss cep saes = “374 - 634 + 686 + 478 +66 + 204 =" ey 


CC MLOULM pi Sey ee OS Sy ee a ee 
(1) Excluding items in final line. 


Export balance on merchandise trade 


The shift in the current account balance from a moderate deficit in the third quarter of 1962 
to a small surplus in 1963 was wholly dependent on merchandise trade. Following a better than 10 per 
cent gain in exports from $1,628 million to $1,801 million and a smaller increase of nearly 7 per cent 
in imports from $1,559 million to $1,666 million, Canada's commodity surplus with the rest of the world 
widened from $69 million to $135 million, which was about the level of the surplus in the same quarter 
of 1961. Both export and import totals have been adjusted for balance of payments use. 


Exports of wheat and lumber were respectively more than $40 million and $30 million larger in 
the September quarter of 1963, and shipments of iron ore, newsprint and pulp were each over $15 million 
higher. Exports of nickel were about $20 million lower and those of uranium more moderately so. 


Between the first nine months of 1962 and 1963, the expansion in the merchandise surplus again 
accounted preponderantly for the improvement in the current balance on goods and services. The 
expansion in the export balance from $17 million to $280 million resulted from a 9 per cent growth in 
merchandise exports from $4,643 million to $5,059 million and a rise of more than 3 per cent in imports 
from $4,626 million to $4,779 million. In the three quarters of 1963, exports of wheat and lumber 
each increased over $50 million, and of iron ore, aluminum, wood pulp, agricultural machinery, and 
aircraft and measuring instruments each more than $20 million. Smaller gains were recorded in ship- 
ments of semi-processed steel, fertilizers, railway locomotives, motor vehicles and parts, non- 
agricultural machinery and petroleum and natural gas. The value of aircraft exported fell more than 
$30 million and those of barley and uranium less drastically. 


On the basis of import details for the first 7 months of 1963, imports of automobile parts 
expanded nearly $60 million, and sizable increases of about $20 million each were seen in the cases of 
raw sugar, farm equipment, tractors and crude petroleum. Imports of fruit and vegetables and meat rose 
more moderately. Automobile imports were alone $75 million lower, and reductions were less pronounced 
for cotton and its products, non-farm machinery and electrical apparatus. 


Following a fractional rise in average export prices (with the change having taken place in the 
first half of the year) and an increase of about 3 per cent in import prices, Canada's terms of trade 
became less favourable in the 9 months of 1963. 


Deficit on services and non-merchandise items 


The deficit on non-merchandise transactions rose to $127 million from $103 million in the 
September quarter of 1962, but was smaller than in the same period in the four preceding years. This 
widening in the imbalance on service transactions was attributable mainly to interest and dividends, 

freight and shipping and other miscellaneous 
transactions. In the last group were net 
Interest and Dividends: Payments payments on government account, including 
official contributions, and business services. 


i 


Period Totalas Interest Dividends While receipts of interest and dividends re- 
mained just about unchanged, payments rose $15 
millions of dollars million to $177 million. Substantial purchases 
by non-resident investors in early 1963 of 
1961 770 259 otk bonds of provincial governments and of the 
1962 781 285 496 Government of Canada constituted a prominent 
factor in the rise of nearly $10 million in 
1961 LEO 170 58 12 interest payments to $70 million. Returns on 
LV.Q 222 Mes 150 portfolio investments and net profits of unin- 
corporated branches in Canada of non-resident 
1962 i050 179 67 112 firms contributed about equally to an increase 
II Q 205 76 129 in dividend payments from $101 million to $107 
LiL '@ 163 62 Lov million. At a time when earnings appear to have 
1a‘ ae) 234 80 154 been rising, transfers by subsidiaries, which 
are quite variable, were at the lowest level 
1963 TR 194 70 124 for several years. In step with the growing 
EL-Q 191 89 102 volume of trade, both receipts and payments on 
III Q 177 70 107 freight and shipping services rose. But as the 
ee es expansion in payments was about twice as large 


as the receipts, the deficit widened from $25 
million to $33 million. Inland freight in the 


United States, particularly on importation of coal, was an important element in the rise in freight 
disbursements. 


At $13 million, official contributions were $8 million higher than in the third quarter of 1962, 

. and other government expenditures were higher, including contributions to infrastructure and military 
costs of the NATO. A percentage increase of almost 9 per cent in travel receipts was much larger 

than in payments. Moreover with receipts being about 50 per cent heavier than payments in the September 

quarter of 1962, the net effect was to widen the surplus from $94 million to $113 million. This was 


the highest surplus for the quarter in the post-war period, except in 1948, when Canadian travel abroad 
was restricted. 


In a comparison of the first nine 


Travel Account months of 1962 and 1963, the deficit on 
"invisibles' narrowed nearly 6 per cent from 
Pricer ning months $746 million to $703 million. Receipts on 
these transactions rose almost 7 per cent from 
1960 1961 1962 1963 $1,496 million to $1,599 million, while the 
| increase in payments from $2,242 million to 
| millions of dollars $2,302 million was not as large. An improve- 
ment of $62 million from a deficit of $42 
| United States: million to a surplus of $20 million on travel 
Receipts ... Sit 358 425 459 account alone more than accounted for the 
Payments ... S73) BZ 353} S23} reduction in net payments of all non-merchandise 
Balance ... rato? =) 14 cP erp a0 transactions. As the deficit with overseas 
countries was almost unchanged, the $62 million 
| Overseas: improvement in the travel account occurred 
Receipts ... o7 39 41 43 entirely in transactions with the United States. 
Payments ... W27 145 155 59 This favourable trend covering the first three 
Balance ... = 190 ea06 =e114 =a 116 quarters of the year has prevailed for some 5 
| years. Receipts from American visitors were 
- All countries: up $34 million to $459 million, while expendi- 
Balance ... = NS =m? 0 eo lie42 ne. 0: tures by Canadians in the United States fell 


$30 million to $323 million. 


Apart from travel,changes in the 
balances of other items for the 9-month periods 
were generally small, except for an increase 
in official contributions amounting to $14 
million. Receipts and payments on these items 


Major Components of the Balance on Non-Merchandise 
Transactions with All Countries 


First nine months 


1962 1963 Change were both larger in the current period, except 
| millions of dollars those for miscellaneous income. Net payments 
| Gold production available of $422 million on interest and dividends 
BO SDOCE 3.2 coc ee se +124 +124 - accounted for roughly 60 per cent of the 
Travel expenditures ...... Sera “te 120 +262 deficit on 'invisibles" in the nine months of 
Interest and dividends ... - 418 = (hg = Ui 1963, as compared with 56 per cent represented 
| Freight and shipping ..... SG FL Tee GO + 2 by $418 million in the preceding year. 
_Inheritances and migrants' Miscellaneous current transactions accounted 
| FUNGI, 9 AiSailea eae een - 25 - 21 + | for 39 per cent in 1962 and 42 per cent in 
_ All other current transac- 1963. There were compensating shifts in the 
LORS. Gant seeeerteni le pe a - 314 - 335 = BI relative shares of the deficit for the other 
_ Balance on non-merchandise items. 

_ transactions ........... =— 746") ="703 + 43 


. Transactions by areas 


The improvement in the balance with all countries in the third quarter originated mainly from 
transactions with the United Kingdom, and to a lesser degree with other overseas countries. With the 
_ United States the current deficit was only slightly higher than in the same quarter of last year. 


Total receipts and payments with the United States both rose more than 6 per cent. The import 
balance with this country was reduced $10 million to $60 million, following a larger gain in exports 

| from $961 million to $1,030 million, than in imports from $1,031 million to $1,090 million. The 
| expansion in non-merchandise payments from $514 million to $557 million was nearly half again as large 
_as the rise in receipts from $518 million to $548 million. Over three-quarters of the advance in 
exports involved shipments of crude and fabricated materials, including iron ore, natural gas and 
forest products, but uranium was again lower as was also nickel. Except for an increase in the travel 
account surplus, the deficits on other items rose, due to larger payments in the third quarter of 1963. 


Quarterly Current Account Balances The surplus on current account 
with the United Kingdom rose about 80 
per cent from $49 million to $89 

million as an increment of over 10 per 


i 


I Q siege III Q IV Q 


millions of dollars cent took place in total receipts from 
$299 million to $330 million, while 
United States: total payments declined slightly from 
1960 wae 6 wie) we ©. a hanes wet hens ‘elke ie = 343 ms 449 = 165 e 404 $250 million to $241 million. More 
UGGS ics, Perera eawanen pans eralctar’ate - 433 = 435 = Sil - 367 than ‘fourcrifehs of ene ee 
TRG DF ae cite vet o's taiiotavehss ousits Nete ree - 343 = 425 - 66 = 282 surplus sescunsedaimatiarchaadse: ee am 
(MENSISK SOR Aco GR CO Omn oOo. = 350 = 334 - 69 with exports advancing 10 per cent to 
} ; $270 million and imports contracting 7 
United Kingdom: per cent to $137 million. Commodities 
DG Olmreecere tiees vs ateherioniel eke cist one qe Pb se UB sp the aes! which were promincaee is oyeuene 
VO Gi Meare te oka est ie. oneal arte am oe) 9 are i ap AD an OWS, gain included wheat and indusevial 
Be eae ai Pac canine cin : af ie i as ee materials, like uranium and some other 
UOC Shee tags 5 elon eh abe notous. sh aserte ae ap IML 9 mevale tne 1s hee 
Ctner countries: 4 os 3 In transactions with other 
me eNO Cee ne ae ¥. i * fe 4 - overseas countries, a small deficit in 
fore a ee etee @ 100 ae e eae ee + 53 the third quarter of 1962 was trimmed 
tape es ge a cit oat moderately as a result of a Larger 


increase of $21 million in the merchan- 
dise surplus than of $16 million in the 
non-merchandise deficit. Merchandise 
exports expanded 19 per cent to $501 
million and imports 15 per cent to $439 million. The deficit on non-merchandise transactions widened 
with each of the component areas, while the balance on merchandise trade worsened with the Rest of the 
Sterling Area, but improved with the other OECD group and also with the remaining countries. 


In a comparison of the 9-month periods in 1962 and 1963, 75 per cent of the betterment in 
Canada's current account balance with the rest of the world occurred in transactions with overseas 
countries (with nearly 60 per cent being attributable to the United Kingdom) and 25 per cent with the 
United States. With these two countries, improvements were recorded in both trade and non-merchandise 
transactions but the amelioration in the trade balance was over 1 1/2 times as large as in the 
"invisibles" in the case of the United States and more than four times as large for the United Kingdom. 
With respect to other overseas countries, a substantial advance in merchandise surplus was moderated 
by a smaller rise in the non-merchandise deficit. 


The deficit with United States narrowed 9 per cent to $753 million in the first three quarters 
of 1963, following a gain of nearly 6 per cent in receipts to $4,106 million and a rise of 3 per cent 
in payments on goods and services to $4,859 million. Contributing to the 6 per cent increase in 
exports to the United States from $2,764 million to $2,928 million were petroleum, natural gas, iron 
ore, lumber, various metals and other processed materials, and manufactured goods such as agricultural 
implements and automobile parts. Also included in exports are receipts of progress payments under the 
defence production sharing programme for manufacture in Canada of military aircraft destined for 
overseas NATO countries under United States military assistance. On the basis of incomplete detailed 
trade returns for the period, tractors and some other machinery and automobile parts appeared 
prominently among commodities which produced a rise of nearly 4 per cent in imports from $3,161 million 
to $3,278 million. Imports of petroleum products, and some other industrial materials, including 
chemicals, and many types of consumer goods were also larger in the nine months of 1963. With the 
exclusion of military aircraft obtained under special arrangement from the United States in 1962 for 
use under NORAD plans,which do not directly affect Canada's balance of payments, the sharp decline in 
the value of aircraft imports is reduced considerably. 


On travel account an increase of 8 per cent in receipts combined with a decline of more than 8 
per cent in payments to yield a rise of $64 million to $136 million in the surplus on this account. 
This gain was much greater than the reduction in the deficit on all non-merchandise transactions with 
the United States. Net payments on other items increased, with the exception of interest and dividends 
and the value of gold production available for export, the latter having remained unchanged. 


Total receipts on goods and services from the United Kingdom rose 12 per cent from $827 
million to $926 million, while total payments declined 10 per cent to $650 million. The current 
account surplus accordingly expanded more than 2 1/2 times from $103 million to $276 million. An 
increment of 11 per cent in exports to $751 million combined with a 15 per cent fall in imports caused 
the surplus on merchandise trade to expand about 60 per cent from $231 million to $372 million. 


ge 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1962 and 1963, and Changes Between the Periods 


_—— ::0YOR_n— — 


1962 1963 Change 1962 1963 Change 
ee ee eT Be ry ete 2s pe ee ee lage bas 


millions of dollars 


All countries United States 
Third quarter 
Merchandise exports (adjusted) ........ 1,628 1,801 + 173 961 1,030 + 69 
Merchandise imports (adjusted) ........ WS DSe, 1,666 EO 031 1,090 ae SN) 
Balance on merchandise trade .......... 1 EOo +6135 + 66 - 70 SAG 1G 
MEvermecurrent, LECCIPtS 6.06 sm. - sce e se 660 702 spr ae) 518 548 + 30 
erereCerrent payments .....6s2csseeees 763 829 ta OG 514 557 + 43 
Balance on non-merchandise transactions BeLOS Te AY ye” se oe - 9 - 13 
BRMEMRMEECETDES 6. oc cee suet we bent escvss 2,288 2503 ae PAS 1,479 ia Svs + 99 
Egil spERVRCRIES Bowie o Glob OP BO KIO oo Oe D2 Sy 2,495 ap ky e545 ibs (ere'y/ OZ 
Current account balance ............... = 1 $34 or) Mex: net = 466 = 69 - 3 
January to September 
Merchandise exports (adjusted) ........ 4,643 5,059 + 416 2,764 2,928 + 164 
Merchandise imports (adjusted) ........ 4,626 19 ap 1L5}3} Siaakil SNe ihs: cfoenl 1ey, 
Balance on merchandise trade .......... ar aly + 280 +263 Oo) =) 35,0 mi EA) 
Mencimcunmrent TeCeLpts” ...0. 0. ews ce ees 1,496 1,599 =P ANOS) 1,114 leaalyas} + 64 
emercecurrent payments ........essscee- DE TMEV 2 BYP =O) ipesiSyil Ih Sxeilh ae Sie 
Balance on non-merchandise transactions - 746 - 703 eS - 437 - 403 + 34 
MEE CO COTDUSO S024 fae. 2s id bs hos ke 86% 639 6,658 =a Sy) SM teife' 4,106 +228 
BD AVINCHU SAS ..0%-2 22.6. SS k esa ae ee wale 6,868 sOok + 213 ay 2 4,859 ae Wey) 
mrarenteaccount balance ........0...-... =729 - 423 + 306 - 834 = 753 ap teil 
United Kingdom Other Countries 
Third quarter 
Merchandise exports (adjusted) ........ 245 270 tee} 422 501 Ve ul o 
Merchandise imports (adjusted) ........ 147 37 - 10 381 439 a Site! 
Balance on merchandise trade .......... + 98 ap ibis) 735, ae uth + 62 + 21 
Mumeeerurrent receipts ......6. 52.22... 54 60 sage we) 88 94 5 plac) 
muermeurrent, payments... .......26..0% 103 104 <r 146 168 eae 
Balance on non-merchandise transactions - 49 - 44 + 5 - 58 = 74. - 16 
ES ae eae nae 299 330 ae Sit 510 595 a tO5 
eemoavments +. 6%). 5 Sah See eS cea. 250 241 = 9 527. 607 + "30 
Bercentceaccount balance ~............0. +49 + 89 + 40 one 17, = 12 ar 5 
January to September 
Merchandise exports (adjusted) ........ 675 751 Sep A 1,204 1,380 + 176 
Merchandise imports (adjusted) ........ 444 379 =" 205 1,021 Lei22 ae JO) 
Balance on merchandise trade .......... + 231 S72 + 141 ap ike: ae Sie 3p ES 
Meer Current TEceiptsS ........0ccceer 152 7S ty 23 230 246 + 16 
emer current payments «2... 65.6 cba o's 280 24x se 9 411 450 te oo 
Balance on non-merchandise transactions - 128 - 96 ap ay - 181 - 204 - 23 
Sa ky EER 827 926 + 99 1,434 1,626 + 192 
NE a 724 650 - 74 1,432 Lyol2 + 140 
mumment account balance .s...2...0.005. + 103 + 276 + 173 if 2 + 54 a | SV 
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Export shipments of wheat and uranium were notably higher and of nickel moderately so. Among imports, 
purchases of automobiles and aircraft were lower. The 25 per cent contraction in the deficit on non- 
merchandise transactions with the United Kingdom was mainly attributable to freight and shipping, 
migrants' funds and inheritances and government expenditures. In each case there were larger receipts 
and smaller payments in the nine months of 1963. 


The surplus on current transactions with other countries rose from $2 million to $54 million. 
This originated in the larger surplus on merchandise trade as a result of a higher gain in exports 
than in imports, and was offset in part by a more moderate expansion in the deficit on service 
transactions. Within this group, the Rest of the Sterling Area and the other OECD countries together 
accounted for one-half of the improvement, while the remaining countries contributed the other half. 
In each case, as for the group as a whole, merchandise trade, with larger increases in exports than in 
imports, was responsible for most of the betterment in the current balances. A return to large scale 
shipments of wheat to Eastern Europe contributed markedly to the increase as did larger exports of 
industrial materials to Japan. | 


Capital Movements 


The inflow of capital into Canada in long-term forms continued to abate during the third 
quarter, mainly because of a sharp contraction in the inflow from security transactions. At an 
estimated $28 million it was smaller than for any but three earlier quarters since the institution of | 
quarterly estimates from the beginning of 1950; two of these exceptional quarters occurred in 1962. 
While the change from $441 million in the final quarter of 1962 is very large, it may be noted that | 
the capital inflow in long-term forms in that quarter was probably exceeded only twice earlier. 

Reduced capital inflows in long-term forms coincided with a current account balance strengthemay 
both by seasonal and other factors, and there were receipts by Canada from these two groups of 
transactions taken together. 

Capital movements in short-term forms other than official monetary transactions were outwards, 
with a sharp increase of more than one hundred million dollars in private and banking holdings of 
exchange as the largest factor. Canada's official holdings of gold and foreign exchange, and Canada's 
net International Monetary Fund position, were together reduced by $59 million in the quarter. 


The emerging economic pattern is a constant but ever changing factor in the shape and } 
character of capital movements. From time to time special institutional changes, or expectations of 
them, or special events occur which may also cause variations in the flows. Among the special back- 
ground factors to capital movements in the third quarter were the Canadian budgetary measures 
introduced late in the second quarter designed to influence the balance of payments, the special 
message on the balance of payments presented in mid-July by the President of the United States, and the | 
announcement in mid-September of major contracts for the sale of Canadian wheat. 


1962 1963 
Summary STRESS Sg ee 
iL ©, WIL (Q) iGILIE © TV SO 10) ie AQ, LIE @ 
millions of dollars 
Capital movements in long term forms ......... a tl = WS ap PEG oe (bei ap SAS) +) 203" See 
Capital movements in short term forms(l) ..... - 65 Be PAS) | oe eigse OS AL I6) - 66 an )) - 95 
Palemcer on eO0Us ANG SPLYLCES (scr aces cco es 2 332 = 0). ee Cr = ilILe, - 244 - 187 ‘oma 


Change in official holdings of gold, foreign 
exchange, and net International Monetary 
Fund position, less special international 
Pinanctaleassistance yyecs.cd ce ch edaccee a ce wes - 374 - 634 + 686 + 478 +66 Sed ed, - 5m 


(1) Excluding items in final line. 


DIRECT INVESTMENT The net flow of foreign capital for direct investment in foreign-controlled 
enterprises in Canada continued to be inwards, although at a rate well below 
the levels prevailing for more than a decade past. The net movement in the third quarter, tentatively 


estimated at $45 million, appears to have been slightly higher than in the second quarter when it was 
held down by takeover and similar transactions. 


The petroleum and natural gas industry attracted the largest share of net direct investment 
flows with mining also an important contributor. 


It may be timely to note again that the net movement of direct investment capital reflects 
very much larger flows in both directions. There have been sizable outward movements in recent years 
by companies whose operations are well established and successful. Such movements frequently do not 
reflect any reduction in the value of foreign investment in Canada but may merely represent the transfer 
of cash resources generated from current operations. To the extent that this is the case such transfers 
may take the place of dividends which would have appeared as a payment on current account. 


The net outflow of Canadian capital for direct investment abroad is estimated to have been $15 
million in the third quarter, compared with a revised figure of $25 million for the second quarter. 


SECURITY TRANSACTIONS The net capital movement into Canada from transactions in bonds and 
stocks during the third quarter of 1963 amounted to $27 million. This 
was the lowest capital inflow from these transactions over the past six quarters, although had it not 
been for some special refinancing transactions carried out in the second quarter of 1962 there would 
have been an outflow of $78 million from these transactions in the special conditions then prevailing. 


Receipts during the quarter from transactions in Canadian securities included $98 million 
proceeds of new issues but there were retirements of $33 million of foreign-held Canadian securities 
and net repurchases from non-residents of $7 million of outstanding Canadian bonds and debentures and 
$27 million of outstanding Canadian stocks. 


The substantial decline in the net 
New Issues of Canadian Bonds Sold to capital inflow compared with recent quarters 
| United States Residents can be ascribed mainly to a sharp reduction in 
the proceeds of new issues sold to non-residents 
which were at their lowest level since the 


Period Contracts Deliveries : ; 
| ae third quarter of last year. The transactions 
| millions of dollars in the third quarter of 1963 included receipts 
of $83 million from deliveries of bonds whose 
1961 Year 355 437 sale had been arranged earlier. The total 
| 1962 Year 954 671 receipts from new issues amounting to $98 
million compared with foreign capital inflows 
1962 1G Og 363 aD from this source of $391 million, $410 million 
| IV Q 370 370 and $386 million in the immediately preceding 
quarters. Retirements of foreign-held 
1963 xR EPA) 399 Canadian securities, which were abnormally 
EQ 134 307 large in the second quarter, were in the third 
Stt-@ pete 94 quarter at their lowest level in the last two 
years. Trading in outstanding Canadian 
securities involved outflows of $20 million of 
capital to the United States and of $14 million 
to the United Kingdom and other overseas 
Transactions in Foreign Securities 1963 countries. 
(Net sales +) 
| All transactions in foreign securities 
| led to a capital outflow of $4 million in the 
ites. cunt sticitde third quarter following an inflow of $12 million 
millions of dollars in the second. The principal factor in the 
change was a shift in the direction of trade in 
Outstanding issues ...... Se) +: S10 - 4 outstanding United States issues. In the 
EEEETSGUES: 6.46656... ee ag = wheats) = 5 second quarter Canadians sold on balance $7 
PEPGMONtS .. 2... 250s see +5 + 5 + 5 million of outstanding United States stocks 
| and $6 million of bonds. In the third quarter 
their net sales of outstanding United States 
NE Nee ere ly aed 2 - 4 


bonds were reduced to $1 million and there 
Seven ener eran ERD URES were net purchasers of $6 million of United 
States stocks. 
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OTHER CAPITAL MOVEMENTS Among other capital movements in the third quarter were direct 
intergovernmental loans by the Government of Canada amounting to 
about $8 million. No repayments fell due in the period. Canadian dollar holdings of foreigners rose 
by $6 million, a decline of $13 million in deposit and similar liabilities having been more than offset 
by an increase of $19 million in foreign-owned holdings of Canadian treasury bills. 


Capital movements in long-term forms not identified elsewhere in the statements gave rise to a 
capital outflow of $21 million in the third quarter. A wide and diverse mix of movements are covered 
including transfers by insurance companies, transactions under the uranium stretch-out agreements, 
medium and long-term bank loans, wheat and other export financing arrangements, etc. 


Private and banking holdings of foreign exchange by Canadian residents rose during the quarter 
by $107 million. This capital outflow followed similar movements of $59 million and $58 million in 
the first and second quarters respectively. 


Transactions in Canadian money market paper, apart from Canadian treasury bills to which 
reference has already been made, were in near balance with net repayments of $11 million on account of 
Canadian commercial paper about offset by net sales of the same amount of Canadian finance paper. 
Borrowings by Canadian finance companies not shown elsewhere brought in $11 million. 


All other capital movements, mainly taking short-term forms, were in near balance. There were 
both large repayments to Canada on credits extended earlier, and large bank borrowings by Canadians 
in foreign currencies, but these capital inflows appear to have been largely offset by other outflows. 


Composition of ''Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1962 1963 
Transactions with all countries —_—_——_—_——- nk eae ee Oo nn oe 
IQ LE ICO. AY IE LEQ pig C9, 


millions of dollars 


Subscriptions to international investment 


AGO CHES Ch yn cicbs sara, os oleae apedowenoncy gter ate) s eons “sug casas sp eteneel Ss - = = if ete 8 = = 3 
Long-term capital transactions te tiie4 satic< ao sisnds.s GO, S527 26 eee -0) [6-9 93e" =e 
Bank balances and other short-term funds abroad 

Caxcluding sot ft chalwereservies) ll. ci perenepuncri ere eae eal 4OES=— 245 254 17 =85 98-858 - 107 
Canadlanwcommercial (paper © avcwae tiem 1toee Sed ales «ee » (+2 "39 15 - 
Canadianst (nance panei css. aka la ch~ seepage eed way 0, ac Ao ) 28 ES 35 52.06 SaaS 1 
Canadian finance company obligations n.i.e. ....... ) Gis 13 24 te 
All other transactions including changes in loans 

and accounts receivable and payable(2) .......... = Pile = 54 235 54 57 101 - = 

DY Rc baie (Rt: Comme U eS La Wher a arto oceans ea cag guns = 28: 546 100 =i] 46 - 122 


(1) International Bank for Reconstruction and Development, International Development Association, and 
International Finance Corporation. 

(2) Includes also balancing item representing difference between direct measurements of current and 
capital accounts. 


The change in Canada's official holdings 


United States Dollar in C d 
gal ae Se of gold and foreign exchange during the third 


ee Ae oe tie ae es ok nn Petiacs w = Naan” quarter, expressed in Canadian dollars, was a 
Period High Low Close fen: ” decline of $145 million. About $12 million of 
ee this amount represented sterling holdings which 
included at the end of the previous quarter 
1962 Tit Q 108-19 107.66 107.66 107.78 amounts required to cover a Government of 
LY Q 107.81 TOTO WO tie LOT.<@5 Canada obligation maturing on the first of July. 
The value of the decline in official holdings 
1963 TM los .96 6 807.59, =o TOT.ST 107.76 of gold and United States dollars was $133 
FEO, 107297 LO7.5% 107.81 L167 +74 million. These holdings, expressed in terms of 
Pie Ree TOraiae Or .O5 Atk. ho 108.08 United States dollars, fell by $191 million in 
ST eee Se ee eee July and $31 million in August but rose in 


September by $98 million. The July change 


= LE - 


reflected a partial repayment, amounting to nearly $80 million, by Canada to the International Monetary 
Fund (mentioned below). When announcing the July figures the Minister of Finance said that the greater 
part of the decline in reserves during the month had occurred on July 18 and 19 just before the 
announcement that Canada was to be exempted as far as new issues were concerned from the "Interest 
Equalization Tax" which the President of the United States had proposed to Congress. 


Official Holdings of Gold and United States 
Dollars, and Related Items 


Cane 


Other 


Official holdings of int pik 1 special potas 

End of period gold and United se tae sree international of : 
States dollars a glee Pee 7 financial foregoing 

position items 


| assistance(1) 
millions of United States dollars 


} 1962 I..Q 1,709 202 - 15901 
h a 1,809 - 138 - 350 1 aed 

III Q 2,445 - 138 - 350 1 257 

IV Q 255359 - 138 - 2,401 

1963 I+Q 2,600 = 138 - 2,462 
Ls Q PO 92 - 138 = 2g OLE 

| Eee, 2,568 = 56 s ZO 
| July ZOOL * 58 = 2,443 
| August 2,470 = 5S - 2,412 
| September 2,568 - 58 - RSG 


(1) A minus sign (-) indicates assistance to Canada. 
| 


' At the end of July Canada repurchased from the International Monetary Fund Canadian dollars 
,equivalent to $79.7 million in United States funds. This reduced the net resources provided to Canada 
by that institution, expressed in United States dollar terms, from $138 million to $58 million. It 
.will be recalled that Canada drew the equivalent of $300 million from the Fund in June 1962. This 
drawing was made in pounds sterling ($100 million), deutsche mark ($80 million), French francs ($80 
million), Belgian francs ($20 million) and Netherlands guilders ($20 million). The repayment in July 
was made partly in gold ($21.9 million), partly in United States dollars ($57.5 million) and the rest 
in other convertible currencies. 


International Monetary Fund: Canada's Position 


| 
\ 
| 


Net drawings Net drawings Sales of IMF holdings Canadate Corsaitesn 
of foreign (-) of Canadian Canadian hE Cacudi en gross IMF net IMF 
currencies dollars by dollars to dollars(1) position(2) position(3) 
by Canada other countries IMF for gold 


millions of United States dollars 


1947 - - " 225 a0 5 75 


‘1956 = GG - 210 390 90 
1959 - = - 397 703 153 
1961 IQ - - - 398 702 152 
IL Q - - 10 “ 388 712 162 

III Q - =e HH 25 338 762 217 
(1962 IQ 3 10 - 348 752 202 
| II Q 300 4O = 688 412 - 138 
1963 III Q - 80 - * 608 492 = 38 


Se a ee ee ee ee 

(1) Apart from the transactions shown, these holdings reflect mainly Canada's quota payments made in 

| Canadian dollars. Since members are obligated to maintain the gold value of the IMF's holdings of 

their currencies, there have also been adjustment payments in Canadian dollars between the IMF and 

Canada, arising from changes in the exchange rate, which are not reflected because the series are 
shown in United States dollar equivalents. (2) This is a measure of Canada's drawing potential, 

| i.e. the amount Canada could draw without raising the IMF's holdings of Canadian dollars beyond 

| 200 per cent of quota. (3) This is a cumulative measure of the net resources provided by Canada to 

the IMF. 
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Foreign Ownership and Control of Canadian Industry 


Estimates of the book value of total investment in selected Canadian industries have now been — 
completed for the end of 1960 and 1961, and permit the calculation of ratios of foreign ownership and 
control at these dates. 


{ 


Changes in the industrial classifications employed in the construction of some of the series 
used in these classifications appear to have given rise to some discontinuties for which adjustments 
have been made wherever possible. (For a technical note on the statistics see the Canadian Balance of | 
International Payments, 1960 and International Investment Position (DBS Catalogue No. 67-2011 pp 62-63) 
Some of the changes indicated in the series may reflect changes in the statistical source material. 


Canadian owned and Canadian controlled investments in manufacturing enterprises both grew less 
rapidly in the two years 1960 and 1961 than foreign. As a result foreign ownership rose from 51 to 54 
per cent of the total, and foreign control from 57 to 59 per cent. In the petroleum and natural gas 
industry, on the other hand, the growth of Canadian owned and controlled enterprises appear to have 
outpaced the foreign, probably due to the growth of natural gas distribution. Foreign ownership fell 
from 62 to 60 per cent and foreign control from 73 to 69 per cent. In mining and smelting foreign 
ownership rose from 58 to 62 per cent while foreign control fell from 61 to 59 per cent. While foreign’ 
control of railways and other utilities maintained its place, foreign ownership fell. 


Taking into account all the foregoing industries and also merchandising and construction, 
foreign ownership was maintained at 34 per cent, unchanged since 1957. The proportion owned by United | 
States residents edged up from 26 to 27 per cent in 1960. The foreign controlled share of these 
industries which had been 32 per cent since 1957 also edged up by one percentage point in 1960, with 
the United States proportion unchanged since 1958 at 26 per cent. 


Foreign Ownership and Control of Canadian Industry 


TABLE XII TABLE XIV 
Non-resident ownership Non-resident control 
Industry classification as a percentage of as a percentage of 
selected Canadian selected Canadian 
industries industries 
1958 1959 1960 1961 1958 1959 1960 1961 
Percentage of total owned or controlled by 
all non-residents: 
Manu factuti nga. emcsewsmeeeserneeiin ware ane 51 51 52 54 57, ow 59 39 
Petroleutn and naturale gas AI. a nk's 62 62 62 60 (ie) 73 73 69 
Mininetand smelting tke «1 SRR Me isles ss 56 58 60 62 60 61 61 59 
RAAT WAV Gem vara rte tonareboren me naceistateh at. Means ce eteLsh a, /asteyetcers 29 2 26 PLS; 2 72 Z Z 
Othereat LE Ed cat Hira csstn ties 0d sateen whet ane rnennneee 14 14 14 13 a 5 5 5 
Total of above industries and merchan- 
ib ck Wa Its Sr es ec gan A ee ng 34 34 34 34 eZ 32 ao 33 
Percentage of total owned or controlled by 
United States residents: 
Manutactuxine acetate chery loan te ene 40 41 41 43 44 44 44 45 
Petroleum and natural was 2: Seem. 6 .< eye svc o's 56 55 53 51 67 67 64 60 
Mitiugiand smelting ac. si.k SRM Jee es os ache 47 49 by 54 54! 53 53 52 
Ea Co Pee, Ee UR Cs Ger, GROG Os, Se a 10 9 9 9 2 2 2 2 
Geherigtthtien.. agra, a: anaeee> Mead scan 12 12 12 a 4 . 4 4 


Total of above industries and merchan- 
dising 
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TABLE XVI. Estimated Book Value, Ownership and Control of Capital Employed in Selected 
Canadian Industries, 1961 


(billions of dollars) 


Industry classification 
MeCN gl 0) OM edn eke co oh cFe se ccc. saree et) ae foie eke tie S88 ote 
BerroOmcummandsnatural: Fas; «2. siwloles sets oe O86 
nents and Smelting .... i sac. dees ose ne 
MPC ICME rere Anta ek> 3) sf oko Ueiede,2 1 afereicrels 0. Se es, ee «ais 
RAMA ata OS. toe federal ate: 01's aeue sels susie eee G08 ova, ¢ 
Merchandising and construction .«....6..e.es0- 

IM EAD OVC MICE 6. ols. 5 605.56 5/0 los bia 0 obese ee oe eas 
Manufacturing Riedetemle Vets efoto! + <ithels os: tate Sins slates 6 
WeecOLeum and natural 2aS .....csecenecvcrcees 

Suermminine and smelting “.....05. 2.6. ssccee ree 
“IESE. 9 6.0. ON eugNEeROHSIOIS GRGhOlS  CrOkG ipo cao nonace Soro raecan 
OUT OS Bess o.d. dots tila 's 62% lolv ae 2 Sisto «iy tials so 
Mepenancising and construction <«.....60....00. 
POE CMEOeAD OUCH eile eel ciels cc's orcls Os ore ate se « sleie > 
| 

| 

“Manufacturing 3 OE ES OR a, SCS ee tc 
Meeecoleumsand natural gas . 2.2. cee cw scence 
| Other mining and smelting .................... 
EE SM aise iret o ai 8's oles e sis.'6 suehiepa.® iehnasin #0 oa, (mie 
RIE CA SM NS. 5 5c AST aly 0s ads os oe we as oan 
Merchandising and construction ...........+... 
MEE IOLMADOVE ies 5 85 3 Flees Fes se Rheie o oeleiniee 


Total capital Resident owned 
employed capital 


1958 1959 1960 1961 1958 1959 1960 1961 


EO le WA 2 ia 5.4 Se 776 eI) 
ad a0 al OF 2:20 a ee Ie Dll 
pa) 2 are 3.4 Les a bres) 3 P35 
4.9 Die2 a3 5.4 Shr) 3.8 339 4.0 
HS Oyen Pete Gis2 bene) 6.9 Tia sf, 9.0 
‘ot 3) OA 9.8 gh 8.6 3i5 8.9 


40.5 43.6 45.6 48.2 2031 2000. 2949 Re 


United States 
owned 
investments 


Non-resident 
owned capital 


1956 71959 1960 1961 1958 L959 1960 1961 


ps0 6.0 6.4 6.8 4.4 4.8 Baa ome 
Sa 2) Sey 4.0 2a0 eet he/s 3.4 
ee 1.8 2310 aa | 1.4 ire Iho a Ls 
1.4 1.4 1.4 1.4 ORS On Oe 0.5 
shod 12 6d LS OR9 Ws ios Dod! 
0:6 0.9 0-9 Ong QoS 0.6 0.6 0.6 


Loo 14:56 15) 5 7/ 16.5 MO 7 ied WA al Wee) 


Total Canadian 
and external 
investment in 
companies con- 
tolled in the 
United States 


Total Canadian 
and external 
investment in 
companies controlled 
outside Canada 


£958" »1959 1960 1961 1958 ISIS, 1960 1961 


6.3 ee Lad Uns 4.8 Bho il 5.4 ye 7) 
30." 4.1 4.4 4.7 Si5d. a7 Sia’, 4.0 
Ls 19 ZrO) 20 Les ies6 ted i a 
O)edl Or 0.1 Ora Oo1 Ory Ofoal Or 
OF4> 90:5 O25 Oge) One 0.4 0.4 0.4 
Oey, 0.8 10 Well 0.5 0.6 0.6 0.6 
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| 
Canada's Internatienal Investment Position 


On later pages of this report there will be found several tables of detail on Canada's in- 
ternational investment position which will be included in the next annual report. These pages 
|supplement the data published in the last issue of these quarterly estimates. 

| 


, 
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TABLE VII. Canadian Long-Term Investments Abroad,’ Selected Year Ends, 1926-61 


Portfolio investments 
in foreign securities 


Direct investment in branches 


Total 


subsidiaries and controlled companies private Government 
, ; ; Fis long-term | of Canad 
Location and year Railways| Industrial | Mining Cehe: Total Total reste diate x 
and and and direct Stocks portfolio ahead 
utilities | commercial | petroleum concerns | investment investment 
millions of dollars 
all countries: 
cs ; A : 397 by sp 493 899 36 
: se : 44 x a ; 31 1 
249 289 123 10 671% 511 208 719” 1,390 31 1 
239 337 138 6 720 454 167 621 1,341 107 2 
246 414 155 7 822 426 153 579 1,401 1, 816 3 
276 553 91 6 926 477 161 638 1,564 2,000 3,5 
320 723 117 6 1, 166 467 142 609 1,775 1, 922 3. 69 
326 765 163 11 1, 265 669* 161 830 2,095 1, 866 3, 96 
402 851 215 9 cay 690 179 869 2, 346 Las 4,1 
427 935 245 12 £,619 723 203 926 2,545 1,705 4,2) 
438 993 291 20 1,742 767 224 991 2,733 1,635 4 
418 1, 106 340 27 1,891 785 221 1, 006 2, 897 1,565 4,4 
425 1,198 410 40 2,073 811 257 1, 068 3,141 1,515 4,6 
429 1, 250 427 43 2,149 868 250 1,118 3, 267 1, 484 4.751 
457 1, 343 417 78 2,295 934 249 1, 183 3,478 1,451 4,929 — 
456 1, 482 459 84 2,481 | 1,050 265 1,315 3,796 1, 418 5,214 
498 1,565 444 112 2,619 | 1,189 276 1,465 4, 084 1,379 5,463 
211 176 21 4 412 380 121 501 913 = ig | 
212 214 25 4 455 317 92 409 864 = a 
217 DY 37 5 531 283 83 366 897 - til 
a] fs) EG] BS] 3] bags) = | Baas 
87 376 1, 288 = 1,288 
293 566 95 8 962 450* 86 536 1, 498 = ae 
365 624 123 7 1,119 469 95 564 1, 683 = 1,683 
390 686 145 10 1,231 490 89 579 1,810 = 1,810 
393 710 175 15 1, 293 539 89 628 1,921 = 1,921 
378 804 190 OP 1,394 569 84 653 2,047 = 2,047 
380 833 206 32 1,451 593 118 Thal 2,162 = 2,162 
m8) ie] i]t] EER] Br) HE} a) bas) =] a 
; 4 845 2, 343 = 25349 i 
374 971 223 64 1,632 827 120 947 2,579 = 2,579 
413 1, 016 240 78 1,747 938 119 1, 057 2, 804 = 2,804 
= 53 = 6 59 22 21 43 102 = 102 
= 53 = 1 54 26 27 53 107 561 668 | 
= 64 ss = 64 26 26 52 116 133i 1,447 
= 58 = 1 59 21 19 40 99 1,434 1,533 
1 73 a = 74 17 17 34 108 1,394 1,502 
1 80 = = 81 17 14 31 112 1,357 1, 469 
1 103 = = 104 16 13 29 133 1, 292 1,425 |' 
1 118 = = 119 7 14 31 150 1, 247 1,397 |! 
2 128 = 1 131 29 ly 46 177 1, 202 1,379 1 
3 135 = 1 139 30 16 46 185 1, 157? 1,342 |i 
3 168 = 1 172 33 15 48 220 1, 127? 1,347 |) 
3 196 = 1 200 27 14 41 241 1, 080? 1,321 | 
10 224 = 1 235 25 12 37 272 1, 064? 1, 336 ' 
H] 3] =} 8) ah) 8] 8) 6 | | 
— 61 349 1, 030 il i 
{ 
LOS OI RR Ea eel oie Fteme | . i 30 17 = 54 FT 15 22 16 = 16 | 
7 34 28 — 69 ul 12 19 88 - 88 
8 47 30 - 85 7 11 18 103 = 103 | 
6 51 19 = 76 6 8 14 90 - 90 | 
ho) BP Ste ae) §) ht) 
— 8 14 126 = 
6 73 54 a 133 6 8 14 147 = mai | 
4 74 60 = 138 6 7 13 151 = 151 
4 83 72 = 159 7 21 28 187 - 187 
8 85 98 _ 191 7 21 28 219 - 219 
tae) Bale Bh BS ee 
2 
8 120 153 10 291 8 19 os sh 35 353 |i 
Bl 4H) GB) 8) BB) OR) 8) Bl) Bt 
41 321 30 
| 
31 30 85 - 146 102 51 153 299 a1 330 
a 4 85 i 142 104 36 140 282 146 428 
- 31 88 Z 142 110 33 143 285 485 770 
= 31 14 2 70 105 36 141 211 566 117 
a 9 26 2 92 155 30 185 277 528 805 
ap 49 33 3 110 196 53 249 359 509 868 
= 51 38 2 121 199 63 262 383 486 869 
32 57 40 2 131 210 93 303 434 458 892 
39 712 44 4 159 192 97 289 448 433 881 
29 82 52 4 167 179 100 279 446 408 854 | 
a te 73 4 215 178 103 281 496 388 884 
- we 80 4 243 174 104 278 521 370 891 
2 He "3 4 271 167 107 274 545 352 897 
“es ee 5 293 187 111 298 591 336 927 
59 6 304 195 111 306 610 319 929 


1 y * _ ‘ — 
Figures exclude investments of insurance companies and banks which are held mainly against liabilities to non-residents, and subscriptions by the 


Government of Canada to international financial agencies which are partl i i ituti i 
clude the equity of non-residents in assets abroad of Canadian See ae ess term assets. tn. Canada. of these inatliihsa ia 


? Excludes deferred interest amounting to $22 illi illi 
ae cg enestaalcnirla = Soe ae ee Se the end of 1956, and to $44 million at the end of subsequent years. 


_ 
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TABLE IX. Foreign Capital Invested in Canada, Selected Year Ends, 1945-61 


\ Classification by type of investment 
Long term investments A. Owned by all non-residents B. Owned in United States 
in Canada by type 
eee secet 1945 | 1956 | 1957 | 1958 | 1959 | 1960 | 1961 | 1945 | 1956 | 1957 1958 | 1959 | 1960 | 1961 
eeceel|s 


millions of dollars 


MPS OD cre scstcoscasnovnchesevrsnsocr-sor 726 502 501 564 612 611 657 682 340 342 


vernment securities: 
383 382 416 


Provincial 624 | 1,081 ef LODeee 20Gelels, ooo | atpcoe |) lavas Big 15.021 1] 1099 1,509 | 1,544 | 1,641 
Municipal 312 552 660 781 915 1,026 1,038 194 511 620 872 977 992 
/ TOE EY epee oer ees 1,662 | 2,135 | 2,326 | 2,621 | 3,112 | 3,269 | 3,438 |1,450 | 1,872 | 2,061 2,764 | 2,903 | 3,049 
ufacturing: 
Vegetable products .............0.... 268 524 577 608 664 720 749 199 401 440 509 551 586 
PPA] DIOGUCES........cccceceseeesorsos 61 103 108 114 128 132 145 47 91 96 115 118 132 
NA, eee hates sevranstecinnes ca 83 128 128 135 140 141 148 41 70 71 719 84 93 
Wood and paper products ........ 45 5n el sOSd ast loGuimels COO nl wall t lielsoi5. \o<1,.408 383 gil 986 170260 \ed; 1165) 1.204 
Tron and’ products ...................... S19 el OSSael LOS 1h, oi oal) ole. 451 71 2, 580) |) (1,.648 297 891 971 1707271 2867) 23539 
Non-ferrous metals ooo... 274 895 1,031 03 1153 Tel55 ei ie doo 209 700 813 928 928 969 
Non-metallic minerals .............. 57 170 179 207 227 276 286 48 109 111 142 151 158 
Chemicals and allied products 169 527 582 617 660 698 768 124 371 418 473 492 553 
Miscellaneous manufactures .. 37 68 82 85 92 98 108 34 62 76 86 92 101 
Sub-totals (excluding petro- 
leum refining)........00....0.... 1, 723 4,579 5, 051 5, 381 3, 726 6,115 6,445 | 1,382 3, 606 3, 982 4, 530 4,818 5, 135 
| and natural gas .......... 160 2,215 2,849 3, 187 3,455 3 tad 4,023 152 2, 063 2,570 3, 108 3, 184*| 3,434 
sher mining and smelting .......... S56) eels cOO MeL OOM |e 1, OD dmiL, Too 18 2) 90 Tala O89 OUT Ae Looe: Ll, SOT T5138: ie LOLs, S18 
- \blic utilities: 
SIMA Sts 0 soca canendevenesecnscien.o« 1,599 |} 1,426 | 1,396 |} 1,413 | 1,405 | 1,406 | 1,366 720 536 489 472 479 506 
Other (excluding pipelines and 
public enterprises) 00.0.0... 493 628 661 712 739 743 649 374 460 471 544 551 506 
RUS EOLAIS ohooh Sr ckdasectrroresiecs 2,092 | 2,054 | 2,057 | 2,125 | 2,144 | 2,149 | 2,015 | 1,094 996 960 1,016 | 1,030 | 1,012 
ichandising Ce REE A EE 220 683 715 184 878 872 917 158 496 508 612 608 629 
Inancial Wee ajececerabecsesedvecesencsnevscnece 525 1, 488 1,782 1,938 2,190 2, 380 2,614 285 983 L202 1,471 1, 587 2 ery | 
GHEMMEDECTDIISCS 00... ccscnccececeosees 70 207 235 254 284 297 348 62 170 185 225 234 282 
Iscellaneous investments ........ 284 818 879 1,063*| 1,285 1,428 1,681 130 474 489 587 653 834 
Total investments ................ 7,092 | 15,569 | 17,464 | 19,010 | 20,857 | 22,214 | 23,570 | 4,990 | 11, 789 | 13, 264 | 14,441 | 15,826 | 16,718 | 17,966 
l C. Owned in United Kingdom D. Owned in all other countries 
, 1945 1956 1957 1958 | 1959 1060 | 1961 1945 1956 | 1957 | 950 | 1959 1960 1961 
! millions of dollars 
C(vernment securities: 
PRPPEINOTI EOS. «5, co doavdeshesiea - 72 64 48 50 44 90 95 103 169 181 191 
2 TOLD as ie 2 a 45 45 47 47 67 5 15 19 Ape 28 41 35 
MEER QI oe ce vssanseveesee 112 35 34 32 30 6 6 6 {if 10 17 16 
PMOL ANS on cncscscnscererceceseers ec 157 152 145 127 147 55 111 120 132 207 239 242 
Nnufacturing: 
Vegetable products .................. 66 109 125 137 136 3 14 12 15 24 32 27 
(Alem, DTOCUCES \..........cceccesesveoe 6 6 6 8 7 8 6 6 6 6 6 6 
MMS MN is socceevacsp cooro od 38 56 55 55 53 4 2 2 2 2 2 2 
Nood and paper products ........ 64 153 160 167 174 8 17 20 24 26 32 30 
‘ron and products 000... 12 153 168 201 209 10 39 59 72 85 93 100 
Non-ferrous metals .....0...0..... 64 175 192 188 180 1 20 26 29 33 39 36 
Non-metallic minerals .............. 8 31 34 55 54 1 30 34 38 40 70 714 
‘Chemicals and allied products 36 137 142 169 176 9 19 22 27 34 37 39 
fiscellaneous manufactures .. 2 4 5 5 6 1 2 1 1 1 1 1 
Sub-totals (excluding petro- 
| leum refining).................... 296 824 887 985 995 45 149 182 214 251 312 315 
i ‘Toleum and natural gas .......... i 72, 108 2707 299 1 140 171 187 185 Pa 290 
ier mining and smelting .......... 60 118 162 152 147 19 83 101 100 110 124 124 
_ Folic utilities: 
A re 806 165 184 755 699 73 125 123 130 150 172 161 
_ )ther (excluding pipelines and 
__ public enterprises) .............. 90 97 112 125 75 29 (il 78 74 70 67 68 
7} DRS 896 862 896 880 774 102 196 201 204 220 239 229 
oo MIG 2 Se 57 159 174 214 238 5 28 33 38 41 50 50 
ee 186 284 332 469 512 54 221 248 264 306 324 329 
BS Rierenterprises ..............cce00-..00 6 29 36 51 50 2 8 14 13 14 12 16 
_ Mcellaneous investments ........ 85 168 177 211 223 69 176 213 329” 498 564 624 
- Total investments ................ | 1,750 | 2,668 | 2,917 3,359 | 3,385 352 | 1,112 | 1,283 | 1,481 | 1,832 | 2,137 | 2,219 


TABLE X. Foreign Direct Investment’ in Canada, Selected Year Ends, 1945-61 


Direct investment in Canada 
by type of business 


es 


Classification by type of business 


A. Owned by all non-residents 


Manufacturing: 
Vegetable Products... cc sccissssevsccarcnosose a 


Animal products 


RO MPLNCH Dey cctees cepoteninencausoeacaseicrssssetsess ties 


FOR ANGUPIOAUCES tas cavsaveactssery seeevecsasest 
NON-ferrous: Metal sy. ..cscyergectcestssesrerse 
Non-metallic minerals ..........cceseee oe 
Chemical and allied products ............ 
Miscellaneous manufactures .............. 


Sub-totals (excluding petroleum 
Fefining) 3th Secs aie 


Petroleum and natural ga58............s:ceeee 
Other mining and smelting...............00008 
Utilities (excluding pipelines) .............. 
Merchandisinc en. ceueneseasestcnin nner 


FINAN Ci alive i seesd eatepeheees sscareviotn en cocseewbertes 


Manufacturing: 
Vegetable products 


Animal products 


RONG Seo oe earceanccsucsencpercentacruseatnete 


Sub-totals 
refining) 


(excluding petroleum 


Petroleum and natural gas 


Other mining and smelting 


Utilities (excluding pipelines) 


Merchandising 


PAN AN CLA memes ee eer ee, 


33 66 80 82 89 97 
1,359 | 3,906 | 4,376 | 4,668 | 5,011 | 5,342 
141 | 2,144] 2,559} 2,816 | 3,082] 3,313 
237 908 | 1,044 | 1,116 | 1,223] 1,439 
375 292 286 287 282 285 
202 605 621 684 761 157 
339 818 | 1,026 | 1,073 | 1,289 | 1,464 
60 195 217 236 258 272 
2,713 | 8,868 | 10,129 | 10, 880 | 11, 906 | 12, 872 


!— 


C. Owned in United Kingdom 


1945 | 1956 E 


60 95 110 108 117 
3 4 5 5 6 
26 47 46 51 49 
30 120 125 125 127 
4 134 147 186 180 

8 49 61 63 64 

4 23 26 30 34 
19 135 139 143 150 
2 4 4 5 5 
156 611 663 716 732 
= 56 64 90 116 
22 48 68 tH! 68 
16 39 37 41 40 
51 151 167 191 219 
98 115 131 142 168 
5 28 33 39 41 
348 |1,048 | 1,163 | 1,296 | 1,384 


61 


3,195 


1,978 


857 
223 
428 
551 
160 


7,392 


B. Owned in United States 


Direct investment covers investment in branches, subsidiaries, and controlled companies; the figures are part of the totals in Tables VIII and IX. 


CHANGES IN PRESENTATION 


Several changes to improve the presentation of the statistics have been made in the main state- 
ent appearing in this report. 


the separate components D 6 (Trade in Outstanding Issues), D 7 (New Issues), and D 8 (Retirements) 
e been consolidated into a single line, although the detail continues to be available in a sub- 
idiary statement to be published quarterly. 


| 


Within the capital account the figures for transactions in foreign securities previously showu 
av 


A change has been made in the statistical presentation of transactions with international 
inancial agencies with the effect of consolidating in one place changes in Canada's net International 
onetary Fund position and showing elsewhere the transactions with other international investment 
zencies. The change in Canada's net International Monetary Fund position appears as a new item H 2 
2ferred to below. Subscriptions to the other international financial agencies (the International Bank 
or Reconstruction and Development, International Finance Corporation, and International Development 
3sociation) appear in a new component of item D 17 (Other Capital Movements) shown in detail in a 
ibsidiary statement published quarterly. Changes in their short-term Canadian dollar holdings have 
2en incorporated into item D 14 (Change in Canadian dollar holdings of foreigners), which has been 
nbdivided to show separately deposits, Government of Canada demand liabilities and Canadian Treasury 
ills. This redistribution of the items covering the international financial agencies replaces items 
1B (Subscriptions in gold and United States dollars to international financial agencies), D 15 
}pecial international financial assistance - except insofar as it originated from foreign central 
inks and is reflected in a new item H 3) and the elements specified for international financial 
vencies in D 17 (Other Capital Movements). 


| The transactions specifically related to Canada's official exchange position appear as a new 
sem H at the bottom of the statement. This treatment of official holdings of gold and foreign ex- 
Byamee was followed in Canadian presentations prior to the withdrawal of fixed exchange rates in 1950. 
‘em H 1 represents the change in official holdings of gold, United States dollars, and sterling; it 
srresponds to item D 16 used previously but the sign is opposite since the changes are presented as 
ie result of all other transactions in the statement rather than as an independent capital movement. 
em H 2 covers changes in Canada's net International Monetary Fund position representing the net 
veer’? supplied to or received from that institution. Item H 3 covers other special international 
feet et assistance. 
| 


In order that those who wish to do so may be in a position to adjust the annual data for 
érlier years consistently with the new presentation, the following summary shows the new distribution 
« the capital movements previously attributed to international financial agencies and other special 
iternational financial assistance in items D 13, 15 and 17. 


D 14 D 17 H 2(1 
146 yes it a eS Ee ee aaa Seer GARR Se 26 - 33 - 1 
SN IR i Me Ls hE A Beaae bao 0H 33 - 33 - 74 
as, Ee a: are - - = 
ea a yiavacn ivi date ib lee we 1 - 6 - 
iain. ie ME en siege Sc oe eiaiare he - 5 ~ z 
I Bs Men 5 ye thee Share eae De eG - - 
TT RM eee oth, Dre au the ign bo oi Hace o>. oo - 1 - - 
eS hia, ea aps cock cee sb ps te a es - 18 - = 
EE ec ayn cihifie s sky hicks @ wasdwl pies Weds oe 84 8 - 13 S: : 
nO 2. Wi Bays gos BS iiaes ogee oe: - = 
a Se ee = 2 - 3(2) a4 15 
NT eT MIA Re ey ahs 2 0G Site Sage e 1 = 
A A ha sw cel eae dete = ot - < 
Le Ee ee Se ee 3 - =7.59 


) Expressed as a capital movement. 
) Reflecting revision of +1. 
| 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for ee are preliminary and data for 1961 are subject to revision 


a 


1961 1962 
= :: millions of dollars 
A | Current receipts: 
1 | Merchandise exports (adjusted) ........ccccccscssecseessseesesssereeeeeee Lot 1,619 1,395 1,620 
3 Gold production available for CXPOTt...........ccccccseesteeeeeeeene Al 38 43 42 
got oA ve! EXpenditAtes... eee see icone ee 255 85 46 126 
5 Mnberest-and dividendse: 1-5 eeee eee een ee ee 40 14 33 52 
6 Hreicht and sti ppine..... akties kc. ate eee 135 129 104 128 
7 i) eInheritances. and immierants” 1UndSq.yeneee yee eee 31 25 20 31 
11 INMOuHeMeunreMe nec ClO US men eect eaten teen tn eee 99 98 107 104 
1 Total Current receipts... ace ecco ee ees 2» 158 2; 068 1,748 2, 103 
B Current payments: 
? | Merchandise imports (adjusted) c.....:ccccscssctosnnclee-<copereeneenee: 1,419 1,559 1,402 1,665 
4 LY Pravey es neHmee 0a aan ee em ee 220 125 130 178 
5 Tig tefed ssh Eta GIG DAAC AUG Sia os vtec Ascot es sanenctdareleeschbecoaeateew de 170 222 179 205 
6 USNS P HN SIN Sp OMAN Se ee sa ecg aca nea seodyonesasensbnehencece 151 159 125 153 
Ti Inhenitancessandsemicrants: funds... seers: eee eee 49 LA 3h 40 
9 Official Gonteiusians! cs neler ece eee 15 20 7 12 
Pie hy AIM ot her current Way Mentse.. eccce: eet senoereabucate: 196 208 204 212 
12 Total current payments .0.000...0..0..cccccsceseeereeeseeeeeeees cf 25220 2,340 2,081 2,465 
Balance om merchandise trad eyes +: ee yeete ee ene + 138 cz (6{0 = 4/ aS AS 
| Balance on other transactions, excluding BQ ..............000. - 185 - 312 - 319 - 305 
jc) Oficial contributoncmen. ere eet ee eee eee =e = 930) = Wi) le 
C Current account balance<:22.- 1 a ee ee phos oh P) x, ag )?) = 344 - 362 
D | Capital account: 
Direct investment: : 
Direct investment in Canade 20.00... ee ceceeecc.rcneeen agi) @ iy + 100 aia 5 8, +) 6G ) 
2 | Direc investment rao l Occ meen te een en ne ener ene =r iZ - 18 - 30 - 30 
Canadian securities: : 
3a Trade in outstanding bonds and debentures...................... - ll i 9 = 3 > 4 
3D Trade in outstanding common and preference stocks ...... - = 5 = 14 — 44 ; 
4 NeW HSSUGS = trent core itech ont claro An oo ae oe + 125 a i gi ei + 197 
5 FVELILGMONES: 7 Auten: Mere een. Rene. en - 29 - 103 - 72 - 71 
Chior | ieerergh SeChMiles:, 27... a. cee woe ee ee ee me - 15 - 29 - 36 
Loans by Government of Canada: 
9 TO RAWIN Seo Nae ce en eer eae Se. ec en - - - - } 
10 FUE DE VM CTE She, Se Mes tty: Sncthy penis A A eek te Rp ere - ar PAP Gr 3 bs 7 | 
Change in Canadian dollar holdings of foreigners: 
14a DEDOSILST 5.5 AAs: ee See te ee gt. + 35 ae SNS - 46 - 3 
14 b Government of Canada demand liabilities (0.0.0.0... = 3 - 2 - 3 - 2 
l4c Consdian ireasiay Diligecy «0801 eee e niet Wee as - 34 sane 8 8 tothe AK + 50 
17 OPNEr-CADILALE MOV EM CIIUSHe nn aaeeee sy.) anne en - 135 +7241) - 28 - 4ll 
E | Net capital movement, exclusive of change in official hold- 
mgs.of gold and foreign exchangers... siete cee + 5) * "7207 py = fall = 272 
H Official holdings of gold and foreign exchange: 
fe il.” Chasige in holainges. 1.0. ese te eee ee - 62 PS ¥35 - 364 +14 | 
2 Net International Monetary Fund position .......0..00.0.0.......... “zg gepll ~ - 10 - 367 
3 Other special international financial assistance .............. - - - - 381 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement, Details of these adjustments are shown in 
B_ 1) the annual reports on ‘‘The Canadian Balance of International Payments’’, 
A 11) This item includes government transactions 


: ‘ ; nS n.0.p., personal and institutional remittances, miscellaneous income, 
B 11) imsurance transactions, and business services 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for ee are preliminary and data for 1961 are subject to revision 


1962 129563 Annual Totals Four Quarters) 
ended 
cII IV : TF itt 1960 1961 1962 Sept.30,1963) No. 
millions of dollars i ee : ant 
| A 
1,628 1,721 T5452 1,776 1,801 5,392 5,889 6,364 6,780 1 
39 4l 15 Al 38 162 162 165 165 ‘ 
294 94 50 132 320 420 482 560 596 | #* 
os, 82 43 54 43 173 209 211 222 2 
133 123 110 137 142 LA 486 498 522 
42 31 Pa 38 48 102 103 124 144 ‘ 
108 107 108 112 111 419 403 426 ea hae 
2,288 2,209 1,865 2,290 2,503 7,110 7,734 8,348 Bese. os 
B 
1,559 1,583 15413 1,700 1, 666 6550 mine TiO 67209 6, 362 : 
200 102 117 153 207 627 ne 610 584 = 
163 234 194 191 177 G53y be Ay 70 ms ab 7G). RoCR 
158 152 124 159 175 533 568 588 610 6 
14 45 40 un 50 181 174 163 179 A 
, 5 3 15 10 13 61 56 32 46 
193 204 206 215 207 7e8 1 S908") ‘213 e321) 5 
I 2,322 2,328 2,109 ah 2,495 8,353 8,716 9,196 chy he Fal ee 
+ 69 + 133 + 69 + 76 + 135 = 14S) F173 4255 + 418 | 
98 — 249 = 298 - 253 - 14 -1,034 -1,099 - 971 - 914 | 
. 3 15 as) es alo ~' 13 a BOL ese SO oa ooh GRD - 46 | 
= 34 = 119 2th =ie7 += 2 mig 9 82) 982 peels oh SUS, A€ 
| D 
a+ 145 + 190 + 70 + 40 +15 + 650 + 515 + 525 + 345 1 
i 15 = 25 820 oe eek ails ee 502 a=.) 80 es OO uss 2 
| oes ee Oy, = 7 es eet cae) eee SEY Sir 
t} 26 rg eee Pa a mina A eal oo Slee 70g erdlo - 160 3b 
tt 685 + 386 + 410 + 391 + 98 EAT 14 533.0 oS 41,285 | 4 
i} 53 15 - 53 - 175 - 33 - 265 =~ 297 = 321 - 386 5 
t} 9 yo eee ame I - &4 AOS Mer 93 te 79 Hlth 6,7,8 
|, "7 » pak = = 8 - = - Wy - 8 9 
68 + 51 al + 6 = ue2 + 37 49129 + 57 10 
| + 90 - 29 + 38 - 12 See ograyi yee at, de Th ee 
 & ak - = 3 = 1 Ree hy eer emo |e - | l4b 
i & - 61 ty 9 - 19 + 19 TSG eee B oite ver eh A ae 
«546 + 100 aS, + 46 a 022 + 232 + 519 + 207 = 993 17 
720 + 597 + 310 + 298 aa) 67 #19201. +1,,.272. +1; 004 +1,138 |E 
| H 
686 + 101 + 66 43 an 5 =ie39 * 229 + 537 wees on 
| is cs % + 86 wee & ibd ocvmn P87 + AG> > 2 
* + 377 - - = - - - 4&4 +2877 3 
ites: D A minus — indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly short-term capital movements in the form of changes in international open account 
commercial indebtedness, private and chartered bank holdings of exchange, and loans between private unrelated 
parties. It also includes the balancing item representing unrecorded capital] movements and errors and omissions 
throughout the accounts. 


H 3A minus sign indicates a receipt by Canada, 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FOURTH QUARTER 1963 AND PRELIMINARY ESTIMATES FOR THE YEAR 1963 


There was a further contraction in the size of the deficit in Canada's international current 
account to $521 million in 1963 from $848 million in 1962. This improvement was distributed over each 
quarter of the year. It was brought about by a tripling in the size of the export balance from 
merchandise trade with the larger expansion in exports than in imports. This export balance of $484 
million was close to half as much as the deficit of $1,005 million from all non-merchandise trans- 
actions. The latter balance was virtually unchanged from 1962 because of offsetting movements in 
leading components. While a further improvement in travel led to a small credit balance, there were in 
the opposite direction larger transfers of interest and dividends and an increased volume of exports 
financed by official contributions. 


A significant part of the expansion in exports in 1963 was the larger sale of wheat which made 
up more than $200 million of the total rise of $700 million in the year. The major new element in 
this rise was the deliveries to the Soviet Union which were concentrated in the final quarter of the 
year. Larger and more diversified exports of manufactured goods made up another significant part of 
the export rise, and there were also varied gains in sales of various metals, forest products and 
other primary products. In the fourth quarter the current account deficit was slightly reduced to 
$108 million from the deficit in the same quarter of 1962. A larger export balance on merchandise 


account which reflects large sales of wheat to the U.S.S.R. was partly offset by larger transfers of 


interest and dividends and increased official contributions. 


Among leading factors in the economic background influencing the balance of payments were 


rising economic activity in North America and in major markets abroad such as the United Kingdom, 


Japan and some countries of Western Europe. Along with this combination of strong influences was an 
apparent improvement in the competitive position of Canadian industry. Besides the increased export 
of many products there has been an extension in the range of Canadian consumption which has been met 
from production in Canada. This has had the effect of replacing merchandise imports which represented 


_asmaller ratio of national expenditure than in similar stages of earlier periods of expansion. The 


devaluation of the Canadian dollar in 1962 together with tendencies to rising relative prices and 
costs in manufacturing countries abroad, has contributed to these changes. Official measures such as 
export credits, industry policies, defence sharing and the temporary import surcharges which were still 


in effect in the early months of 1963 have also contributed to the change. 


Summary Statement 


1962 1963 
1959 1962 1963 - 
IV Q I Q II Q tI1O “1 0 


millions of dollars 


|'Merchandise trade balance ... - 422 + 5:5 + 484 + 138 + 70 ae df? + 144 + 198 
‘Deficit on non-merchandise 
BETS ACC ON Sin. cas vs usisie oxrielerese « - 1,082 - 1,003 - 1,005 - 257 - 308 - 261 - 130 - 306 
Current account balance ..... - 1,504 - 848 - Sy IL - 119 - 238 = S96 Stat - 108 
‘Capital mowementsiCl)\ srs .ged os +91 ,493 + 1,004 + 667 + 597 + 304 + 300 = ff 3 + 136 
Long-term forms ....... ove Pi gihSrd tah O72e dta 584 4 ot<458 + 37 Sq hy 2004 i 3G. Bee ed 
Beome=term LOLMS wii.w% cyees ode + 345 + 332 + 83 + 139 - 69 + 100 - 107 + 159 
Change in official exchange 
OS) a ee - iat + 156 + 146 + 478 + 66 + 111 - 59 + 28 


(1) Excluding change in official exchange holdings. 
(2) Gold, foreign exchange, and net International Monetary Fund position, less special international 
financial assistance. 


Capital movements in 1963 were influenced by various new background factors. Among these was 
the interest equalization tax legislation announced by the President of the United States in July. 
This affected the investment climate immediately and contributed to the very different patterns of 
capital flows in the second half from those in the earlier part of the year. Whereas in the first two 
quarters there were substantial inflows in long-term forms, mainly arising through a concentration of | 
borrowing in the United States, in the third quarter the net inflow in these forms was sharply reduced 
and was accompanied by net outflows in short-term forms. In the fourth quarter the net movement in 
long-term forms was outward while short-term movements were inward. Another influence on the size of , 
some capital flows like direct investments was the existence of fewer very large investment projects 4 
financed by this type of movement and of fewer "takeovers". 


The current account deficit in 1963 was approximately one-third of the peak imbalance of $1,504 
million which occurred in 1959. In that year there was a large negative balance on merchandise account | 
in contrast to the positive balance which featured 1963, and the favourable change in the balances 
between the two years was $906 million due to a much larger rise in exports than in imports. On non- 
merchandise account there has been a reduction since 1959 of $77 million in the overall deficit, which 
was mainly the result of the improvement on travel account. But while there was a favourable change 
in the travel balance of $220 million in this period, this was partly offset by larger payments of 
interest and dividends and for business services. Important elements in the rise in exports between 
1959 and 1963 from $5,150 million to $7,064 million have been increased sales of wheat, metals, forest | 
products, petroleum and natural gas, and manufactured. goods. 


Canada's balance of international indebtedness continues to rise, although at a somewhat re- 
duced rate. This measure is the amount by which the value of foreign investments in Canada and other 
kinds of liabilities abroad exceeds external assets owned by Canadians. By the year end it was of the 
order of $19 1/2 billion. This rise from $17.9 billion at the end of 1961 reflects principally the 
net capital inflow in the two-year period and the net undistributed earnings accruing to non-residents 
during it, tempered by increases in the value of Canada's external assets arising from the increased 
value of foreign currencies in terms of Canadian funds. At $19 1/2 billion the balance has grown in 
the last seven years nearly as much as the total accumulated balance of indebtedness up to that time. | 


The fourth quarter 


Canada's deficit with all countries narrowed about 10 per cent from $119 million to $108 : 
million between the December quarters of 1962 and 1963. This change was brought about by an increase 
from $138 million to $198 million in the commodity surplus, counterbalanced by a widening in the non- 
merchandise deficit from $257 million to $306 million. As the deficit with the United States on 
merchandise account more than doubled from $78 million to $162 million, the amelioration occurred 
wholly in trade with overseas countries. Within this group, huge shipments of wheat to the U.S.S.R. 
represented one outstanding element in the favourable trade situation in the closing quarter of 1963. 
The merchandise trade balance with the United Kingdom was unchanged while the balances with the Rest 
of the Sterling Area and other OECD countries deteriorated moderately in comparison with the final 
quarter of 1962. 


Most of the $49 million expansion in the deficit on "invisibles" occurred in transactions with 
the United States. A substantial rise in interest and dividend payments, particularly on direct in- 
vestment, and more moderately higher net payments on other items such as freight services and migrants’ 
funds and inheritances contributed to widening the over-all deficit on non-merchandise transactions 
with the United States. Increases in receipts of interest and dividends and in net travel receipts 
provided minor offsets. | 


After allowance for normal seasonal variations, the deficit with the rest of the world in the 
fourth quarter stood almost 20 per cent below the level for 1963 as a whole, but was substantially 
less than the high rate in the third quarter. In the last quarter, the surplus on merchandise account 
was some 20 per cent above the 1963 level. During the year, the merchandise surplus was highest in 
the June and December quarters, but changes in the individual balances of service items were generally 
not pronounced. Freight and shipping recorded the widest deficit in the September quarter and net 
payments of interest and dividends increased appreciably in the same quarter. 


The shape of the capital account in the fourth quarter was greatly altered, reflecting in part 
at least the continuation of trends established earlier and the impact of previous developments. 
Long-term capital inflows continued to contract from the low levels (apart from deferred deliveries of 
new issues) characteristic after the first quarter of 1963. The phasing out of some direct investment | 
projects played a part, and the bite of the United States interest equalization tax proposal became 
increasingly felt in the figures, although a number of other influences can also be pointed to, 


including the earlier prepayment of intergovernmental debt. The result was a small outflow in long- 
term forms. Movements in short-term forms, on the other hand, were inwards and large. Commercial and 
finance company paper was one important form of inflow. It seems clear that some major re-evaluations 
of economic and financial prospects followed the announcement in September of the new wheat contracts 
and were a pervasive influence in the international movement of short-term capital quite apart from 
the actual export transactions themselves. 


Export balance on merchandise trade 


The surplus on Canada's merchandise trade tripled from $155 million in 1962 to $484 million in 
1963. In current dollars, this positive balance just about equalled an exceptional surplus in 1952. 
After adjustment for balance of payments purposes, exports expanded $700 million, or 11 per cent, from 
$6,364 million in 1962 to $7,064 million in 1963. At the same time imports rose from $6,209 million to 
$6,580 million, or up 6 per cent. Both trade totals stood at the highest recorded levels, following 
uninterrupted gains in exports after 1959 and with imports increasing in successive years after 1960. 


Export gains were widespread over many commodities, and significant declines in shipments during 
1963 were seen for a relatively small number of commodities. Shipments of wheat recorded the sharpest 
increase of well over $200 million, due mainly to large sales to the U.S.S.R. and to some other 
countries in Eastern Europe. Exports of lumber and other wood materials advanced $70 million, those of 
railway rolling stock, automobiles and other vehicles over $50 million, and those of iron ore about the 
same amount. Shipments of machinery rose about $45 million and those of wood pulp and semi-fabricated 
steel each about $35 million. The value of exports of navigational systems and electronic control 
equipment almost doubled to $64 million in 1963. Gains covering aluminum, newsprint and other paper 
materials, and fertilizers were smaller, with aluminum increasing over $20 million and the other two 
groups each about $15 million. While recorded exports of aircraft declined from the unusually high 
level of 1962, there were offsetting prepayments referred to later in connection with adjustments to 
merchandise trade for balance of payments purposes. In 1962 there had been deliveries abroad of a 
large number of Canadian-built swing-tail jet cargo aircraft. The decline in uranium exports was 
extended in 1963 with a reduction of nearly $30 million. Shipments of cattle to the United States were 
valued at about $25 million below 1962. 


On account of the huge Russian wheat purchase, the proportion accounted for by the group 
covering food, beverage and tobacco of total Canadian commodities exported rose from 19 per cent to 
over 21 per cent in 1963. The share of this group in 1961 was nearly 21 per cent. The proportion for 
crude and fabricated materials declined from 69 per cent in 1961 and 1962 to 66 per cent in 1963, while 
that for manufactured products rose from nearly 9 per cent to 10 1/2 per cent and to almost 11 1/2 per 
cent during the three-year period. 


Adjustments to regular statistics on the Trade of Canada added in excess of $80 million to the 
export trade total, in comparison with about $15 million in the preceding year; and they covered in 
1963 items such as progress payments on manufacture in Canada of aircraft for overseas NATO countries 
under United States military assistance, clearances of wheat and shipments from custom warehouses. 

The positive adjustment to the import trade aggregate, analyzed below, was much smaller, and comprised 
among other items imports into custom warehouses and progress payments on civil aircraft and for 
defence. The corresponding adjustment for 1962 was a sizable negative one to take account primarily of 
non-cash acquisition of defence goods. 


As indicated earlier the rise in imports has been relatively less than in former periods of 
general business expansion. There has been an evident tendency for more import replacement by 
Canadian producers than formerly, which has been encouraged by exchange devaluation and temporary 
import surcharges still in effect in the first quarter of 1963. 


The 6 per cent expansion in imports from $6,209 million to $6,580 million in 1963 was distri- 
buted over industrial materials, machinery and consumer goods. In a comparison of 1l-month totals of 
the two years, imports of raw sugar were about $60 million higher in 1963, and the increase covering 
fruits and fresh meat was about half as large. Imports of farm equipment and tractors rose over $60 


million, of crude petroleum and products more than $30 million. Less substantial increases occurred 


in imports of iron ore and scrap iron; semi-fabricated steel; tools; and engines. IN, fatetaiggy athgy, IESX0.3} ita 


' imports of automobile parts slightly exceeded the decline in purchases from abroad of automobiles. 
Following an increase of some 20 per cent between 1961 and 1962 in the imports of automobiles, auto- 
Mobile parts and other vehicles, the rise for this group in 1963 was only about 1/10°as* great. After 


appreciable increases in 1962 of about $60 million and $70 million respectively in the imports of 


electrical apparatus and non-farm machinery, imports of some commodities within these groups declined 
moderately in 1963. With adjustment for balance of payments use, imports of aircraft were also 
moderately lower in 1963. 


As there was only a small rise in export prices of around one per cent in 1963 most of the . 
increase in export values was in the volume of exports. In comparing corresponding months of the two | 
years, most of the price rise was seen during the first half year. The Canadian dollar was devalued 
and stabilized in May 1962. With imports on the other hand there were more significant price incresaaay 
within the year, but these were concentrated in the prices of sugar and a few other primary commodities,| 
In addition there were the effects of the devaluation of the Canadian dollar upon import prices in 
comparisons with earlier months of 1962. Consequently only a part of the increased value of imports 
for the year as a whole reflects a rise in volume, although gains in volume were general in the latter 


part of the year. 


Deficit on services and other non-merchandise items 


The imbalance on non-merchandise transactions was practically unchanged at a deficit of $1,005 
million in 1963, following a 13 per cent decline in the deficit on these transactions from the peak of 
$1,155 million in 1961 to $1,003 
million in 1962. Among service | 


Major Items in the Balance on items, the most noteworthy 
Non-Merchandise Transactions change in the year was a turn- 
around of $63 million in the 
Change travel balance from a deficit of | 
se ee Se in 1963 $50 million to a surplus of $13) | 
millions of dollars million in 1963. Although the 
Gold production available improving trend was evident 
ies “Ebigaxebae Goaoqge SO GG GOC ap ye AS) 166 a since 1960, this betterment was 
EE AWOL Gates ceetets sen ate te Biers - 160 - 50} ar 13 ie Os! less than in 1962. On the other 
Interest and dividends ... - 561 - 570 - 614 - 44 hand, net payments of interest 
Freight and shipping ..... - 82 - 90 - 85 ee and dividends increased $44 
Inheritances and migrants' million, or by 8 per cent, and 
LUNGS oie cre sietete eke helopedenete - WA - 39 - 33 + 6 official contributions at $61 
Official contributions ... - 56 - 3) - 61 - 29 million, up $29 million from 
All other current transac- : $32 million in 1962, were re- 
ET OMEN ce ePapdarea ws Serene = 9387) =) 387 - a8 39k - 4 stored to the average level of | 
Balance, oninon-merchandisesy™ ian ole ae Td) aoe Snel contributions for recent years. 
ERANSACELONS) oteletee chore =i 55 =ael003 =a O05 =02 Deficits on freight and shipping | 


and on inheritances and migrants' 

funds narrowed moderately, and | 

the value of gold production 
available for export at $166 million was a shade higher in 1963, while a small rise took place in the 
deficit on all other current transactions. 


The proportion of the "invisible" deficit attributable to interest and dividends expanded from | 
57 per cent in 1962 to 61 per cent in 1963. The changes in the shares of other items were smaller, 
except travel expenditures, which accounted for 14 per cent and 5 per cent of net service payments in 
1961 and 1962 respectively, but which yielded a small surplus in 1963. | 


t 


Travel Expenditures Successive improvements 
a a in the travel balance from the | 
1960 1961 1962 1963 Change record level deficit of $207 
——_- > NN in 1903 million in 1959 and 1960 was 
Benet: millions of dollars extended in 1963, with the 
Tae emergence of a small surplus of 
Umdited se Siates aemisersicte. 375 435 510 549 + 39 $13 million, the first since 
pres ae ee ae PARKS a oul 50 53 Tugs 1950. This improvement has been | 
EOHDE Tea Pinsale “iris 2 420 482 560 602 + 42 concentrated in transactions 
Paymentas with the United States as the 
Hate ave deficit with the overseas has 
ee tates ........ 462 459 420 Boe - 28 risen very gradually over the 
All alc Oe eee ope 183 190 197 ton? three recent years, with the 
PED tae SP owe tea tates 627 642 610 589 - 21 Canadian expenditures for travel 
Retence overseas increasing slightly 
‘ more than receipts in Canada 
tales ea : ed! feet tl WOO tent ADR tinh? from visitors from overseas | 
iC igh ppd ns sty mar oh ead: dl bey aril eles nee countries. Canadian travel expel: 
cicada adic bel cope Liem erm 0 we tat 13 + 63 ditures overseas however have no’) 


risen proportionately as much 4s 
{ 

the volume of this group of 

travellers. 


| In transactions with the United States, expenditures by American visitors have increased 

nearly 50 per cent from $375 million in 1960 to $549 million in 1963, while travel outlays by Canadians 
_in the United States have declined, but less substantially from $462 million in 1960 to $392 million in 
1963. In this year alone the rise in receipts amounted to $39 million, or over 7 per cent, while the 

| contraction in payments was estimated at $28 million, or nearly 7 per cent. Visitors to Canada arriving 
by automobile accounted for most of the gain in receipts, and longer visits as well as more visitors 
contributed to this gain. On the other hand, although more Canadians visited the United States, average 
expenditures tended to be lower than in the previous year. Duty-free tourist purchases in the United 
States declined well over $10 million, and as the privilege was curtailed at the end of June 1962, the 
contraction in these imports occurred between the first halves of 1962 and 1963. 


The deficit on interest and dividends widened nearly 8 per cent from $570 million to the highest 
recorded level of $614 million in 1963. Both receipts at $228 million and payments at $842 million were 
| aeeer than ever before, but the absolute increase in payments was more than three times as large as 

| that in receipts during 1963. The latter rose 
from $211 million to $228 million, from enhanced 
Interest and Dividends: Payments receipts of interest, which were largely represented 
by increased earnings on official account. Pay- 


Period Total Tateroce Dividends ments of interest and dividends advanced nearly 
8 per cent from $781 million to $842 million, with 
millions of dollars the increase distributed nearly evenly between the 
two components. Interest payments rose over 10 
1961 770 259 oil per cent to $317 million. Sales to non-residents 
1962 781 285 496 of new bonds were the largest factor in enhanced 
| 1963 842 Bay 525 interest payments. Trade in outstanding securities 
accounted for a much smaller increment, but re- 
1962 TQ 179 67 112 tirements of Canadian bonds had the effect of 
II Q 205 76 ‘zy partially offsetting the increase. Roughly 90 per 
III Q 163 62 101 cent of the additional interest, arising from new 
IV Q 234 80 154 sales of bonds, was paid in the last three quarters 
of 1963. Large sales of Government of Canada and 
1963 TQ 196 70 126 provincial issues and corporation bonds in 1962 
II Q 192 89 103 produced increased interest payments in the second 
TIT Q 181 70 111 quarter of 1963, and in addition substantial sales 
! IV Q 273 88 185 of corporate bonds in the June quarter yielded 
' higher interest payments in the last quarter of 
1963. 


Dividend payments rose nearly 6 per cent from $496 million in 1962 to $525 million in 1963; and 
under two-thirds of this increase was attributable to dividends on direct investment. The remainder of 
the rise was divided about equally between dividends paid on portfolio investment and net profits of 
‘unincorporated branches in Canada of foreign companies. Transfers of dividends by subsidiaries followed 
an irregular course during the year. Payments in the second quarter were much less than in the previous 
year while the first, third and fourth quarters were higher, with the main increase occurring in the 
final quarter. 


A new factor applying to transfers in the second half was introduced in the June Budget with 
‘the lowering in the withholding tax rate from 15% to 10% on dividends paid to non-residents by certain 
‘Canadian companies. On the other hand non-resident holdings of stocks have been reduced by persistent 
liquidations over the past several years. 


With expanding exports and imports, both receipts and payments on freight and shipping services 
‘rose, the former by 10 per cent to $550 million and the payments by 8 per cent to $635 million. The 
deficit on transportation accordingly narrowed $5 million to $85 million. Higher receipts of inland 
‘freight on exports accounted for a large proportion of the gain in freight receipts, and expenditures 
of foreign ships in Canada were also greater, but more moderately so. Likewise, inland freight on 
imports from the United States and expenditures abroad of Canadian shipping lines accounted for most 
of the additions to freight payments. 


Increases of $25 million and $19 million respectively in receipts and payments of migrants' 
funds and inheritances raised these totals to $149 million and $182 million, and reduced the deficit 
$6 million to $33 million. The rise in receipts was attributable to a 25 per cent gain in the number 
of immigrants in 1963, offset by slightly lower per capita funds from the unusually high average of 
the preceding year. An increase in the number of Canadians leaving the country for residence abroad 
brought about the rise in payments. Following an increase of $1 million to $166 million, the value of 
gold production available for export in 1963 stood slightly above the average for this item in the 
sixties. 
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Among the other "invisibles", so far not described, official contributions registered the 


largest change in expanding from an unusually low level of $32 million in 1962 to $61 million in 1963, 


Miscellaneous Current Transactions 
eee eee eee 
Receipts Payments 
1962 1963 1962 1963 


millions of dollars 
Government, excluding 


official contributions .. 114 120 149 161 
Personal and institutional 

remittances ...... GW Gisele 6 26 26 sg) iL 94 
Miscellaneous income ...... 102 94 143 140 
Business Services) <6... cm 184 204 430 440 

RO Cai “ers orvceuseetete rej int eiareteiets. 426 444 813 835 
Baiban Commucreerietereheceie col onereecietets - S - 387 = Si) 


The provision of capital assistance and 
technical aid under the Colombo Plan 
doubled in the year to nearly $50 million, | 
Fairly small and offsetting changes in 
net payments on other items such as other | 
government expenditures, business services, 
miscellaneous income and personal re- H| 
mittances raised the deficit from $387 
million to S391 million ine L963% 


Transactions by areas 


A sharp rise in the surplus on 
current transactions of $369 million, or 
nearly 140 per cent, with overseas 
countries, offset in part by a slight 
widening in the deficit with the United 
States of less than 4 per cent, or $42 
million, combined to produce the fall in / 
Canada's overall deficit on current 
account from $848 million to $521 million | 
in 1963. This was the reversal of the 
change that took place in 1962, when the | 
deficit with the United States narrowed 
about one-fifth and the surplus with 


overseas countries fell about a third. Within the overseas group, about one-half of the change was 


ascribable to transactions with the United Kingdom alone. 


With the United States 


The small increase in the deficit on Canada's transactions with the United States from $1,116 
million to $1,158 million followed about a 5 per cent increase in both receipts and payments for goods 


Increased shipments of wheat to the U.S.S.R. | 
were large enough to account for the remainder of the expansion in the overseas surplus. 


and services. Total receipts were up $291 million to $5,474 million in 1963, while total payments grew 
$333 million to $6,632 million. Both merchandise exports and imports rose nearly 6 per cent, the ) 


former from $3,742 million to $3,952 million, up $210 million. 


Merchandise imports increased $247 


million to $4,464 million. Among exports to the United States, shipments of iron ore and concentrates 


advanced over 20 per cent to $214 million. 


Shipments of softwood lumber rose 10 per cent to over $313 


million, those of aluminum 18 per cent to $120 million, and those of wood pulp 4 per cent to $310 


million. More moderate increases were recorded in exports of a variety of other commodities such as 
whisky, nickel ores, farm machinery, electronic equipment and fertilizers. A sizable fall of over $50 
million took place in shipments of uranium; and exports of cattle declined more moderately. 


A large part of the $247 million increase in merchandise imports from the United States covered 
commodities of iron and steel, such as automobile parts, farm equipment and tractors and parts. On the 
basis of 1l-month totals, imports of automobiles and some types of non-farm machinery were lower in 1963 | 


The deficit on non-merchandise transactions with the United States increased $5 million to 


$646 million. A substantial expansion of roughly 75 per cent on net travel receipts was more than 
counterbalanced by widened deficits on some other non-merchandise items. References to these changes 
appear in the section on an overall consideration of service transactions. 


With the United Kingdom 


The rising course since 1959 of Canada's surplus in transactions with the United Kingdom was ex-— 
tended in 1963, when the largest expansion in this recent period of $181 million occurred. The surplus | 
of $394 million, arising from total receipts of $1,279 million and payments of $885 million, was the 
highest since 1949, and stood slightly above that of $388 million in 1952. Nearly 80 per cent of the 


improvement was ascribable to merchandise trade, the surplus going up some 40 per cent to $492 million. 


aa 


Summary of Current Transactions with the United States, United Kingdom and 
Other Countries 1962 and 1963, and Changes Between the Periods 


LO eee 


1962 1963 Change IG2 1963 Change 


millions of dollars 


All countries United States 

Fourth quarter 
Merchandise exports (adjusted) ........ ul 2,009 + 288 978 030 ie) DW! 
Merchandise imports (adjusted) ........ 1 583 Nestsuilil + 1228 1,056 iegaloyy + 136 
Babance on merchandise trade ...ss.seee + 138 + 198 + 00 - 78 ~ 162 - 84 
SRC ISIS OL CeO COLD CS). aierscecsexelousseus sees © 488 529 ste ca Si 345 + 18 
PCURCONT DAYMENES: .ienenass.e e019: 99 9.9, 8.0 745 835 cp 8X0) Syshib 393 62 
Balance on non-merchandise transactions - 257 - 306 - 49 - 204 - 248 - 44 
BECO TDS wsi0.00 8 6.0 0.00 Sn OH Ceo Pes PAS) 2,030 + 329 Ik SKOS, 1S VAS) eo 
Total payments ..... ee ree PAE He) 2,646 * 318 1,587 Leo + 198 
Current account balance ..... See ONS acer - E19 - 108 ae AaLIL - 282 - 410 - 128 

Calendar year 
Merchandise exports (adjusted) ........ 6,364 7,064 + 700 Be Lae SRoDe + 210 
Merchandise imports (adjusted) ........ 6,209 6,580 ae SAL Ec Pley 4,464 tee chy, 
Balance on merchandise. trade ..cccwcses t 155 = 484 qe Bye) - 475 - Syile2, eames hy) 
METCIECNIIOGCH GE KCCELDUS Jess p.00.5 900 «05 506 1,984 29 qe ILS)S) IL 5 (Aub oe OL 
MeVemeCULbTeNnt PaAyMeNUS sese0ss0002 250% 2,987 3,144 sr iy DOS? 2,168 + OO 
Balance on non-merchandise transactions - 1,003 - 1,005 - 2 - 641 - 646 - 5 
BME IMTS CUED LS eas cusseiiels) sveuerslie eue-siisperiepsnie? Suse's 16.0 8,348 9,203 + 855 5,183 5,474 + 291 
POCA ePAYMENES ons. 000 eh eWecorclaenclishetayss od O96 Ch PRE + 528 6,299 6,632 TOSS 
Peacentmaccount sbalanCes 6 s.cic.s-6 a6 00:88 00 - 848 - SYAAL ae ae coal hIMe = ibe WSs) - 42 

United Kingdom Other countries 

Fourth quarter 
Merchandise exports (adjusted) ........ 249 266 ar ee 494 73 ar aie y) 
Merchandise imports (adjusted) ........ eta 147 ge NS 396 472 + «76 
Balance on merchandise trade 6.1... = 118 + 119 + 1 + 98 + 241 + 143 
BEPSEMGULGORE TECEIPES ode dewcudsensees is 84 oe 86 100 ky 1G 
MEE CUPTENL PAYMENTS 5. ..sinmenseuere 83 86 tS Ish 156 a AS 
Balance on non-merchandise transactions - 8 ~ Z = 6 - 45 - 56 rk LT 
SG cs 65 as als oo cpm sin, sins ie oe 8% 324 350 sey 580 813 +7253 
eee Pay ICIS ue nleleue, s. s1sls pcisis/ es 01018 ssc 9. 214 235 ape SUS, 5y/) 628 + LOR 
Meicenitraccount balance .....6c.a0cs2 ss + 110 + ILaLy + 7 + 53 ae LS arent ss) 

Calendar year 
Merchandise exports (adjusted) ........ 924 b, 017 oS 1,698 2,095 F397 
Merchandise imports (adjusted) ........ 5/5 a22 - 50 1,417 1,591 ei /% 
Balance on merchandise trade ....0s.+s> + 349 + 492 + 143 + 281 aF 504 e223 
BEMEOECUr Len TECCIPtS. casas nice rae cces DY 262 ts. 316 355 tied o 
Mer Current payments ....0..00ee05%0% 363 360 - 3 542 616 + 74 
Balance on non-merchandise transactions - 136 - 98 a NS - 226 - 261 my 5) 
I ASF Bg soins, «is overs loins snrsiw'ailepaiem 202)* ° Ween 1229 +128 2,014 2,450 + 436 
Total payments .......... 1 ON 938 885 eee: 1,299 2,207 + 248 
PeNEMACCOUNE balanGerce eae aaceie ere ssnare) ere + Dis te 394 LBL a5 25) + 243 + 188 
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Merchandise exports increased from $924 million to $1,017 million, up 10 per cent, while merchandise / 
imports contracted nearly 10 per cent from $575. million: to, $525) millioni> Siaml9o33 shipments of uranium | 
rose $24 million, followed by those of wheat, which advanced about $20 million. Following a fairly 
sizable decline in 1962, exports of iron ore gained more than $11 million. Other increases were re- 
corded in exports of oil cake and meal, lumber, wood pulp, copper and nickel, while declines occurred 
in exports of tobacco and newsprint. Most of the $50 million reduction to $525 million in imports 
from the United Kingdom occurred in commodities of iron and steel, and in particular, automobiles. 


Current Account Balances with The deficit of $136 million 
Principal Countries and Areas in 1962 on non-merchandise trans- 
en tae is ee en ee ee eee actions with the United Kingdom was. 
Change reduced nearly 30 per cent to $98 
Bie IS re ne 1963 million. This change of $38 milliom| 
millions of dollars was derived from increased net 
receipts amounting together to $30 | 
(Ofmaniereyel GHEAWEES oo 5550 4c - 1,386 a dp ALit = i tES\s) - 42 million on freight and shipping 
services and migrants' funds and 
OVErSEAS 2) a cae; Menspiie ie) Raxtame MOGs ets mea eae 57. + 369 inheritances. In addition there was © 
a cut of some’ $20 million an’ the 
United Kingdom ..... ate 187 ae ILS ap SU) ae UE deficit on "miscellaneous current 
Other Sterling Area af 27 3P 1h - 20 =" Hl transactions", which was in part 
Other OECD countries - Sil) - 70 - 86 - 16 offset by a widening by a smaller 
Other countries + DPM aF Wit ce 349 ae 23}5) degree in net payments on travel, 
interest and dividends. Expenditures. 
AUER Oui EIeS weer re. aK ~ 982 - 848 - 521 ar OAT on government account, including 


defence, were down, and the deficits 

on other items of miscellaneous 

current transactions were also lower. 
With “other countries" 


The substantial improvement in Canada's surplus in transactions with other countries took place 
with countries outside the Sterling Area and other OECD groups. With respect to the two latter areas, | 
there was a deterioration amounting to $47 million. With the remaining countries, however, the surplus 
tripled from $114 million to $349 million; and nearly 90 per cent of this gain was concentrated in 
commodity trade. Merchandise exports increased about 40 per cent from $736 million to $1,024 million, — 
while imports rose over 10 per cent from $628 million to $706 million. In reflection of poor crop 
conditions overseas, clearances of wheat to Russia alone in 1963 amounted to nearly $180 million, with 
none being shipped in 1962, but shipments of wheat to Mainland China declined almost $50 million from 
the peak in 1962. In addition barley exports to China were more than $10 million lower in 1963. Ex- 
ports to Japan, on the other hand, rose nearly 40 per cent to a shade under $300 million. Exports to 
Latin America were up about $50 million, or 20 per cent, to almost $290 million. Within this area the 
largest gains appeared in exports to Argentina and Mexico, and smaller increases to Colombia, Peru, 
Venezuela and Cuba. The rise to Argentina was mainly in locomotives, and this commodity was featured 
also in increased exports to Mexico. About one-half of the $78 million increase in imports from the 
other countries group was accounted for by larger imports of raw sugar from Cuba and greater purchases 
of crude petroleum from countries including Iran, Saudi Arabia and Venezuela. A sizable gain in 
earnings on inland freight on exports accounted for an appreciable share of the $25 million expansion 
to $31 million in the surplus on service transactions. 


With Rest of the Sterling Area and other OECD countries 


A slow deterioration since 1960 in the balance of current transactions with the Rest of the 
Sterling Area and the other OECD countries continued in 1963. A surplus with the former area of $ll 
million in 1962 changed into a deficit of $20 million in 1963, while the deficit with the latter group 
rose slightly from $70 million to $86 million. Most of the change with the Rest of the Sterling Area 
was due to larger official contributions, and with the OECD group, a greater expansion in net payments 
on service transactions outweighed the gain in commodity surplus. The swing from a near balance in 
Service transactions with the Rest of the Sterling Area to a deficit of $20 million was attributable to | 
higher official contributions, in particular to the recovery of disbursements financing exports under 
the Colombo Plan. The change in merchandise trade balance with the RSA, which resulted from over 20 
per cent rises in both exports and imports in 1963, was only slight, but a factor in the former was the | 
financing by official contributions of a larger volume of goods. Largest gains took place in exports 
to the Republic of South Africa and to India. Wheat accounted for most of the increase to the former 
but shipments of lumber, automobiles and trucks were up as well. Larger exports to India included 


we Teas 


rails, copper, asbestos, turbines and wheat. Raw sugar was the most important single commodity 
contributing to enhanced imports from the RSA with prices considerably higher in 1963. 


On merchandise account with the other OECD countries, a 6 per cent advance in exports offset 
by that of over 3 per cent in imports added some $20 million, or 13 per cent, to the surplus. On the 
other hand, the deficit from non-merchandise transactions with the other OECD countries rose to a new 
peak and continued to exceed the merchandise surplus by a wide margin. With the exception of slightly 
larger receipts of migrants' funds and inheritances, the deficits on other non-merchandise items, in 
particular government expenditures, widened in 1963. 


Capital Movements . 


The effects of some of the developments described earlier can be readily identified in the 
statistics of capital movements between Canada and other countries in 1963. Capital in long term 
forms began to flow into Canada again on a substantial scale following the crisis of mid-1962. It 
continued to do so on a reducing scale until the final quarter of 1963 being equivalent over the year 
as a whole to 112 per cent of the current account deficit. Portfolio investment, mainly taking the 
form of purchases by non-residents of new issues of Canadian securities, accounted for a major part of 
the inflow in 1963, supplanting direct investment which had held prime place since 1950 with the ex- 
ception of the four years from 1956 to 1959. 


A series adjusting the inflows to reflect the timing of contracts for the sale of new issues of 
Canadian bonds and debentures rather than deliveries made in subsequent quarters (at which time actual 
capital movements occur) shows them to have been heavily concentrated in the last half of 1962 and the 
first quarter of 1963. It is perhaps to this series that one should relate the Canadian budgetary 
measures introduced in mid-June and the special message to Congress by the President of the United 
States in mid-July. These policy measures no doubt also contributed to the swings in movements of 
capital in short-term forms, as did the announcement in mid-September of major wheat export contracts. 
The impact of the latter transactions themselves and of their contribution to the general economic 
outlook was clearly diffused through a number of the short-term capital items. 


Movements of capital for direct investment, portfolio stocks and bonds, official loans, and 
other long-term investments resulted in a net inflow of $584 million in 1963. Their total was smaller 
than in 1962, and indeed less than for any year since 1955, but for the first time since 1956 they 
were greater than the current account deficit incurred in the year. In 1956 the inflows in long-term 
forms aggregated a record $1,424 million while the current account deficit was $1,366 million, a 
figure subsequently exceeded on two occasions. In 1962 the inflow of $672 million in long-term forms 
was equivalent to about 80 per cent of the current account deficit of $848 million in that year. 
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(1) Excluding items in final line. 


In contrast to 1962 when the capital inflows in long-term forms occurred entirely in the second 
half of the year, following the action taken to restore balance in Canada's external finances, the in- 
flows in 1963 were largely confined to the first half of the year. Broadly speaking it may be said that 
1962 was divided by the exchange crisis which occurred in June, while the year 1963 found a dividing 
point in the announcement of tax measures in Canada and in the United States. But these watersheds 
represent an oversimplification which may conceal or obscure both the interaction of developing situ- 
ations and the lags between decisions and flows which were of some real significance in these years. 


Capital Inflows in Long-Term Forms Geographically net capital inflows in long- 
term forms are attributed wholly to the United 
Adjusted to States in 1963. Although aggregating about $800 
Actual reflect timing million, they fell well short of the current account 
Period Inflow of security deficit with the United States. The outflows of 
contracts some two hundred million dollars to overseas 
millions of dollars countries reflected primarily continued disposal by 
overseas residents of Canadian securities together 
1962 First Quarter + 5 + 107 with the extension by Canada of export credits. i 
Second Ue - 29 - 140 | 
Third ap 2 She! se 5y3Vh 
Fourth e + 458 + 460 Capital inflows in short-term forms pro- 
duced $83 million, net, in contrast to the very 
1963 First Quarter ar SYS +503 substantial inflow of $332 million in 1962. These 
Second a + 200 - 38 capital movements together provided the financing 
Third MN fe SE - 42 for the current account deficit of $521 millionwmam 
Fourth Me oe BAS) = 35 1963 and also permitted an improvement of $146 


million in Canada's official reserve position. 
t 
| 


DIRECT INVESTMENT The net movement of foreign capital to Canada for direct investment in | 
foreign-controlled enterprises during 1963 is estimated to have totalled | 
$210 million, or about 38 per cent of the $555 million recorded in 1962. This was a lower level thang 
had prevailed during and since the 1950's. In the main the inflows in 1963 reflect additional invest- 
ment by foreign corporations in their Canadian subsidiaries or branches, contributing to new capital 
formation in Canada. On balance outflows from Canada covering the repurchase of Canadian enterprises 
exceeded inflows for the take-over of existing concerns by non-residents. This is a reversal of the 
situation in recent years, particularly 1962, when net inflows for the take-over of Canadian enterprises) 
and for refinancing etc., having no counterpart in current new capital formation in Canada, accounted 
for more than a quarter of the net movement. Indeed the swing in this type of transaction serves to 
explain half the decline in the inflow from 1962 to 1963. | 


Approximately one third of the net movement, or about $75 million, occurred in the first quarter 
of the year while the remainder was spread evenly over the last three quarters with successive quarterly, 
totals of $40 million, $50 million and $45 million. The decrease in importance of take-overs contri- 
buted to the more even inflow of direct investment funds throughout 1963 than in the previous year. 
Apart from the special transactions the inflows have declined moderately in each of the last five i 
quarters. It should be noted that the net movement of direct investment capital reflects very much 
larger flows in both directions. There have been sizable outward movements in recent years by 
companies whose operations are well established and successful. Such movements frequently do not re- 
flect any reduction in the value of foreign investment in Canada but may merely represent the transfer |, 
of cash resources generated from current operations. To the extent that this is the case such transfers| 


may take the place of dividends which would have appeared as a current account payment. 


} 
t 
Petroleum and natural gas still appears to be the industry receiving the largest proportion of 

net direct investment inflows although at a considerably reduced rate from previous years when the 
influence of take-overs was more prominent. A significant development however is that for the first 
time in recent years the manufacturing industry appears to have supplanted mining as the second largest 
recipient of foreign capital. The main reason for this change was a sharp drop in net inflows for 
mining, but the absence in 1963 of some major outflows which reduced the net movement into manufacturing 
in 1962 also contributed to this result. The generation of funds internally by foreign-owned branches 
and subsidiaries seems to have reduced reliance on net direct investment inflows while changes in 
corporate structure have also been important in the petroleum industry. | 


| 
1 
| 


Georgraphically, direct investment inflows from each area decreased sharply from 1962 levels, 
with inflows from the United States falling by about half and inflows from other areas falling by much 
larger proportions. As a result the proportion provided by residents of the United States rose from 
64 per cent in 1962 to about 80 per cent in 1963. 


Preliminary estimates of the movement of capital for direct investment abroad indicate a net ' 
outflow of $80 million compared with $125 million in 1962. Perhaps one third of the 1963 net outflow 
was for manufacturing while outflows for investment in merchandising and financial concerns each 
represented approximately one quarter of the total. Roughly half of the net movement appears to have 
been to the United Kingdom. 
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SECURITY TRANSACTIONS A capital inflow of $527 million resulted from transactions in portfolio 
securities between Canada and other countries during 1963. It was the 
largest since 1959, greatly exceeding the inflow for direct investment in foreign-controlled enter- 
prises - usually the major type of capital inflow. By mid-year the net inflows totalled $552 million 
but transactions over the latter half produced a small net outflow of $25 million. 


The main factors responsible for an increase of $252 million in the net capital inflow over 
1962 were a growth of $246 million in new borrowings from non-residents by Canadian governments and 
corporations and a swing of $90 million in capital flows from transactions in foreign securities 
from purchases by Canadians in 1962 to sales in 1963. These changes were tempered by an increase of 
$84 million in the net repatriation of outstanding Canadian securities held abroad. 


A summary shows the 


Net sales (+) or purchases composition of the transactions 


er Gaaadians I iit iEitI IV Year in 1963. The proceeds of new 
issues reached an unprecedented 
millions of dollars total of $964 million. This ex- 
Canadian securities: ceeded by $166 million the pre- 
vious record set in 1957. In the 
Outstanding - Bonds ... ap 2S) se 2d) = 7 = & ap. 3 four quarters ending September 30, 
Stocks .. - 56 - 44 = §27 - 42 - 169 the capital inflows in this form 
DCWEEESISUCS ,'c 5 ccc + coe Sic ai allel a Shs) + 109 aP oil + 964 ANAL HUE. Gavepete Gut Pubs SOO) awiilil aus; ye 
ReiirementS ...... + « sane - 54 -~ 174 - 34 - 65 - 327 These movements were dominated 
by two major borrowings arranged 
Foreign securities: in the United States market. The 
first was an issue of US $250 
Outstanding issues .... “5 Ho aie DAL - by ae WG) ae 4X0) million placed by Government of 
IEWEUSISUCS) cto sees ce see - 6 - 3 - 5 - 26 - 40 Canada for delivery in equal in- 
PeeGCMeNGS: 6... se see. a Se et Sy ae & eae AO stalments in the final quarter 
of 1962 and the first quarter of 
Total - All countries =P B27) ae BQ: ap SY) = (02 Sr BAI) 1963. The second was an issue 
SSDS Se Sh a Se ee of US $300 million placed by 
United States ..... soe bia a3 SO). ste Yo sp 5) = fbi se (GSie' Quebec Hydro in the first quarter 
Woteed Kingdom ....... sau Spl) eS - 28 - 10 - 86 of 1963 of which US $200 million 
Weer countries ....... ee - 8 - 6 - - ll =e? 5 had been delivered by the year- 
end. These and other issues 
contributed to wide disparities 
between the timing of contractual 
_ arrangements and of resulting capital flows. In fact the sale to non-residents of new issues of 


Canadian securities, on a contractual timing basis, was drastically curtailed between the first and 
' second quarters, although deliveries were little changed. Late in June the Canadian budget introduced 


a number of measures designed to influence the balance of payments, including a measure to relieve 
certain non-resident purchasers of Canadian bonds of the burden of Canadian withholding tax. The 


effect of this measure was nullified by the proposal to the United States Congress in early July to 


introduce an interest equalization tax designed to increase by about one per cent the per annum cost 
to most foreigners of long-term borrowing in that country. Although an intention of exempting 
Canadian borrowers was announced shortly thereafter, the existing uncertainty largely dominated the 
United States capital market as a source of long-term financing for Canada in the rest of the year. 


New Issues of Canadian Bonds Sold to Trade — outstanding 
United States Residents issues was dominated in 1963 by 


the repatriation of $169 million 


Period Contracts Deliveries Undelivered* Canadian common and preference 
stocks held abroad. Canadians 
millions of dollars on balance sold $39 million 
Canadian bonds and debentures and 
Te? Year 960 671 312 relinquished $40 million of 
1963 Year 714 910 116 foreign portfolio securities. In 
| 1962 the net capital outflow of 
1963 IQ 530 400 442 $126 million resulted from net 
II Q L31 369 204 purchase balances of $116 million 
III Q 28 104 128 for the repurchase of Canadian 
IV Q 25 a7 116 common and preference stocks and 
Mit aah a.) $74 million for the acquisition 


/* At end of period. 


of foreign securities from non-residents (including $69 million for foreign stocks), while Canadians 
sold on balance $64 million of Canadian bonds, debentures and other securities. 


By mid-1963 net sales of outstanding Canadian bonds and debentures had attracted about $50 
million from abroad but trade over the latter half of the year led to a repurchase balance of $11 


million. 


Net repurchases of outstanding Canadian common and preference stocks held abroad continued 
during each quarter of 1963. The capital outflow of $169 million for the year as a whole topped the 
record net capital outflow of $116 million set in 1962. Net repurchases of $98 million, $54 million 
and $17 million were made from residents of the United States, the United Kingdom and other overseas 
countries respectively. Net repurchases from the United States were very much larger than in 1962 
when they first appeared in the second quarter after a long series of sales balances. The net re- 
purchases from the United Kingdom and from other overseas countries each fell in 1963. Repurchases 
from these areas have been characteristic since 1960. 


After net purchases of outstanding foreign securities every year since 1959, Canadians resold 
on balance $40 million in equal amounts of their holdings of stocks and bonds and debentures to non- 
residents in 1963. Some of the proceeds appear to have been employed in the purchase of new issues. 


Retirements of Canadian securities held by non-residents involved outflows of $327 million, 
only slightly higher than in 1962. A large and rising volume of retirements is to be expected in the 
light of the substantial increasing holdings of Canadian bonds and debentures by non-residents. The 
series also reflect retirements of preferred stocks and special repurchases of some common stocks such 
as those arising from the acquisition by provincial authorities of private utility companies. 


i 


| 


For the third successive year the United States was the sole net provider of portfolio security, 


capital contributing $638 million in 1963 compared with $445 million in 1962. Net outflows of $86 


million and $25 million to the United Kingdom and other overseas countries respectively, compared with | 


$91 million and $79 million to the same countries in 1962. 


Notwithstanding the absorption by non-residents of $139 million of Government of Canada direct 
and guaranteed issues during 1963, $20 million more than in 1962, their net acquisition of the net new 
supply of these securities fell by almost five percentage points to 18 per cent of the larger amounts 
raised. The net acquisitions by non-residents of provincial, municipal and corporate securities were 
equal to about a third of the net new supply. This was about the level which prevailed between 1956 
and 1959 and about twice as high as percentages in the intervening years since. 


A more extended review of international security movements in 1963 will be found in the 


December issue of "Sales and Purchases of Securities between Canada and Other Countries". (DBS 
Catalogue No. 67-002). 


OTHER CAPITAL FLOWS IN LONG TERM FORMS As in previous years Canadian Government non-military 


( 


aid abroad in 1963 took the form largely of payment of | 
the regular assessments from international agencies of which Canada is a member, official contributions 


and the extension or guarantee of export credits. While assessments and contributions form a part of 
Canada's current payments, the latter transactions, which give rise to claims on non-residents, are 
reflected in the capital account under item D 17. 


| 


In addition in 1963 the Government of Canada made loans totalling $10 million to other national 


governments while receiving repayments of $25 million. The new loans represented advances to India in 
connection with the purchase of aircraft. Re-payments dropped sharply below the $129 million in the 


\ 


previous year when accelerated prepayments of principal amounting to $91 million served to ease Canada! 


international financial position. The accelerated prepayments made in 1962 have had the long-term 
effect of reducing prematurely inflows of capital from this source. 


The major repayment in 1963 was received from the United Kingdom with other amounts coming from 


India, Belgium and Ceylon. After the unusual transactions of 1962 which upset the seasonal variation 
of repayments the normal pattern is apparent again in 1963 with repayments concentrated in the second 
and particularly the fourth quarters of the year. In addition to these principal repayments, there 
were receipts of $26 million on account of interest in 1963; these are a part of the item in the 
current account covering Canada's receipts of interest and dividends. 


Among other movements of official capital in long-term forms was the regular subscription pay- 
ment by Canada to the International Development Association of $8 million made in the fourth quarter. 


) 
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This institution was established to assist in economic development in less developed countries whose 
ability to make good use of capital exceeds their capacity to service loans extended on conventional 
terms. To date Canada has paid in to the Association about $33 million. Not all of these funds have 
yet been used by the Association, and the offsetting liability appears mainly in the item for Govern- 
ment of Canada demand liabilities. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1963 
Transactions with all countries 1961 1962 1963 
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millions of dollars 
Subscriptions to international investment 
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All other - transactions including changes in loans 
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(1) International Bank for Reconstruction and Development, International Development Association, 
and International Finance Corporation. 

(2) Includes also balancing item representing difference between direct measurements of current 
and capital accounts. 


The remaining capital movements in long-term forms led in 1963 to an outflow of $80 million 
most of which occurred in the second and third quarters. In 1962 there was an outflow of $140 million 


_ following an inflow of $132 million from this group of transactions in 1961. The composition of these 


movements was somewhat more diverse in 1963 than in 1962 when about four-fifths of the total covered 
substantial re-payments of bank loans which were financed from the sale to non-residents of a new 


_ corporate bond issue. Apart from the effects of this transaction about half the change from 1962 to 


1963 is estimated to have covered a reversal in the direction of capital flows associated with uranium, 
which gave rise to outflows in 1963 in contrast to the inflows which occurred in the earlier phases of 
the stretch-out agreements. Also contributing to the outflows have been the extension by Canada of 


‘medium and long-term export credits, repayments by Canadian corporations on foreign bank loans and the 


flows of capital between branches and home offices of insurance companies in Canada and abroad. 


The net export credits extended by Canada directly or indirectly under guarantee or at risk of 
the Government of Canada, as measured for balance of payments purposes, and including both long and 


short term credits, amounted to about $25 million in 1963. Although the figure is well below the totals 


of about $60 million for 1962 and $130 million for 1961 it may be noted that most of the reductions re- 
flect substantial repayments, some of which have been made in advance of their due dates. Net capital 
outflows originating from these trade credits are smaller than the net credits extended because some 
paper is rediscounted with non-residents or into Canadian banking assets abroad, while additional 


|amounts are financed by borrowing abroad; such types of financing are estimated to have accounted for 
-the total in 1963 and for about two-fifths in 1962 and 1961. The net movements remaining after the 


above financing are included in the items of "other capital movements" appropriate to their term, 
contributing between $40 and $50 millions to the outward movement in long term forms in 1962 and 1963, 


'and somewhat less than half this amount in 1961. 


CAPITAL MOVEMENTS IN SHORT TERM FORMS Capital movements in short-term forms, apart from 
changes in official holdings of gold, foreign exchange 
and net International Monetary Fund position, led to a net inflow of $83 million in 1963. In 1962 the 


comparable group of movements led to an inflow of $332 million. 


ao 


Canadian dollar deposits of non-residents rose by $40 million in 1963 as a result of large in- 
creases in the second and fourth quarters, partially offset by decreases in the first and third 
quarters. About seventy per cent of the increase was in deposits of residents of the United States but 
it may be noted that there was a decrease nearly as large in holdings of Canadian treasury bills by 
residents of that country. Canadian dollar deposits of non-residents at the year end were of the 
order of $520 million. These deposit liabilities included about $320 million payable to residents of 
the United States, $60 million payable to residents of the United Kingdom and about $70 million pay- 
able to residents of Continental Europe. 


Government of Canada demand liabilities payable to non-residents rose during the year by $1 
million. The amount outstanding at the year end totalled $26 million, mainly in the form of interest 
free demand notes issued to international investment agencies. 


Holdings by non-residents of Canadian treasury bills were reduced by $27 million in 1963. By 
the end of the year the holdings had been reduced to $39 million of which $21 million were those of 
residents of the United States. More than half the remainder were obligations to international invest- 
ment agencies. The year end holdings were lower than for any month-end in the past five years. At 
their month-end peak in April 1961 they reached $163 million. 


Sales to non-residents of Canadian treasury bills aggregated $312 million in 1963, with re- 
purchases and maturities totalling $339 million. In 1962 when the volume was at peak levels, the 
corresponding totals were $460 million and $456 million. Outflows in the second and fourth quarters 
of 1963 were partially offset by inflows in the other quarters. 


Other types of Canadian money-market instruments which were important in short-term capital 
movements between Canada and other countries in 1963 included Canadian commercial and finance paper. 
Some $138 million of the former was reported to have been sold to non-residents, but repurchases and 
maturities are estimated to have totalled $161 million, giving rise to a net capital outflow of $23 
million, Transactions in Canadian finance paper, on the other hand, gave rise to an inflow of $47 
million reflecting gross sales to non-residents of $340 million and repurchases and maturities 
totalling $293 million. Additionally Canadian finance companies borrowed some $49 million in forms 
not shown elsewhere in the balance of payments. A related form of capital movement (which is not 
shown separately in the tables) was the net sale to non-residents on a buy-back basis of about $9 
million of Government of Canada obligations of an original term of over one year. The volume of such 
transactions was of the order of $40 million in 1963 in contrast to 1962 when it exceeded $350 million. 


Capital movements of a money market character are determined primarily by short-term interest — 
rates. Money market instruments vary as to term, currency, credit risk, etc, while the lenders vary 
also in character, requirements and relationships. A wide variety of interest differentials may, 
therefore, be appropriate to a consideration of the capital flows, but treasury bill yields in Canada 
and in the United States may serve as a bell-wether. 


Yields on 91-day Canadian treasury bills were at their highest in the early part of the year 
as they continued their descent from the very high level of 5.51 per cent per annum established on 
July 19, 1962. By January 3, 1963 the yield was 3.94 per cent and it trended downward to 3.19 per 
cent on May 30 and again on June 13. Consonant with later developments, to some of which reference 
has already been made, the yield then rose, reaching 3.78 per cent on September 12. With the announce- 
ment of major wheat export contracts yields showed some tendency to decline until mid-October but by 
the end of the year they had regained the level of mid-September. The range through the year was 
three-quarters of one per cent. In contrast to the situation in Canada where yields were at their 
highest at the beginning of the year, yields on 3-month treasury bills of the United States were at 
their lowest point. From 2.83 per cent yields tended to rise through the year, reaching 3.52 per cent 
in November and closing the year near that figure. The differential in favour of Canadian bills, 


without allowance for the cost of exchange protection, was at its high of 1.11 per cent at the beginning 


of the year, nearly disappearing in October and then rising to 0.27 per cent at the year-end. 


The cost of forward exchange cover for United States dollars ranged between one half and one 
per cent in the first four months of the year but then declined to negligible proportions except for 
a period in the summer. The protected differential exceeded one-half of one per cent only briefly in 
January and April. Theoretically movements of interest arbitrage capital should continue to a point 
where the cost of exchange protection offsets any remaining interest differential. In practice 
nominal differentials are often too narrow to motivate transactions. Moreover, not all purchases by 
non-residents of Canadian money market instruments are hedged by forward exchange contracts. Some 
investors may choose to accept the risk of exchange rate fluctuations; others may have an ultimate use 
for the currency and may therefore not be concerned with the repatriation of maturities. 


= 


The bank balances and other short-term funds held abroad by Canadian residents increased 
during 1963 leading to a net capital outflow of $252 million. This movement is in accordance with 
the trend since World War II which was reversed in 1961 and 1962 by capital inflows of $140 million 
and $94 million respectively. Holdings of these assets in 1963 advanced to a record year-end total of 
about $1.3 billion. There were wide fluctuations in movements throughout 1963 with capital outflows 


rising steeply up to the end of the third quarter when a reversal occurred resulting in a small inflow 
Pee o23 million. 


Apart from the items specified, the final category "all other transactions including changes 
in loans and accounts receivable and payable" also covers flows in the short-term element of export 
credits and includes the balancing item representing the difference between direct measurements of the 
current and capital accounts. The net balance for these items in 1963 was an inflow of $248 million, 
half of which was concentrated in the second quarter with the remainder largely split between the 
first and fourth quarters of the year. 


Official Holdings of Gold and Foreign Exchange 


Canada's external reserves rose by a smaller amount in 1963 than in either 1961 or 1962. 
Official holdings of gold and foreign exchange increased by $60 million and Canada's net International 


Monetary Fund position by $86 million. 


United States Dollar in Canada Most of Canada's official holdings of 
gold and foreign exchange take the form of gold 
‘ , Noon and United States funds. Expressed in terms of 
Period High Low Close average United States dollars, es eee rose from 
Canadian cents $2,539 million at the.end of -1962.-to $2,595 
million at the end of 1963. The peak month-end 
1962 IV Q 107.81 107 353 WOW 72 107.63 was May when holdings totalled $2,712 million. 
A sharp drop from $2,692 million to $2,501 
1963 Ie 40) 107.94 LOZ<59 107.81 107.76 million occurred in July. In that month Canada 
IDE HO, WOZ 97 1 0)7/ Besye) WG) eto 107.74 made a partial repayment of nearly $80 million 
Iti XO) 108.57 107.63 WO Ks! 108.08 to the International Monetary Fund, but the 
EV.’ = 205.09 107272 108.06 107.83 greater part of the decline occurred in a short 


period following the Presidential proposal to the 
United States Congress for the imposition of the 
"Interest Equalization Tax" and prior to the 


| announcement that Canadian new issues were to be exempted. Later in the third quarter major contracts 
_ for the sale of Canadian wheat were announced, and by the end of the quarter official holdings of gold 
_and foreign exchange were rising rapidly. 


On a quarterly basis, and expressed in Canadian funds, official holdings of gold and foreign 


exchange rose by $66 million and $111 million in the first and second quarters respectively, fell by 


$145 miliion in the third quarter, and rose by $28 million in the final quarter of the year. Off- 
setting part of the decline in the third quarter was an increase of $86 million in Canada's net position 
in the International Monetary Fund. Details of those transactions were given in the report for the 
third quarter. 


Official Holdings of Gold and United States Dollars, and Related Items 


rag F Net Other Special Total 
: oo Dees of International International of 
Soe Period alae a Monetary Fund Financial Foregoing 
peacecmbo! lar’ Position Assistance(l Items 


millions of United States dollars 


| 1962 I Q 15709 202 - Dott 
IT Q 1,809 - 138 - 350 Peoeu 

ETE Q 2,445 - 138 - 350 1c be 

IV Q Byeo9 - 138 - 2,401 

1963 LO 2,600 ~ 138 - 2,462 
(iy 2,692 - 138 - 2,554 

LiLo 2,568 - 58 - 2,510 
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(1) A minus sign (-) indicates assistance to Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1962 are preliminary and data for 1961 are subject to revision 


1963 
i ES eee 
1961 92 
No. Iv nL id ili 
| millions of dollars 
A Current receipts: 
1 Merchandise exports (adjusted) ........ccccsctecccscsacesescceenesensecens 1,619 1,395 1,620 1,628 
3 Gold production available: foriexportisee: scanners eee ener ees 38 43 42 39 
4 Travels CXpenG@itures i7 a.com tence cecenuseneseoeeutateeras ax ecto sancomeeaeee 85 46 126 294 
5 Interest andidividends! yee. ccecsecerearens hetero eee 74 33 52 44 
6 Rreipht and shipping ye: eet een ee ee 129 104 128 133 
iT Inheritances and immigrants” fundSe. ne eee 25 20 si 42 
11 Aligoihercurrentirecelptsias Meee ie eae ema eee ee 98 107 104 108 
12 Potal cixrentireceiptec:..0%3 2) (AN. Gh eek ae 2,068 1,748 25403 2,288 
B Current payments: 
1 Merchandise imports (adjusted) ._.-........cisce-0s0 A aucctoneenenee 1,559 1,402 1,665 1,559 
4 Wravel expenditures)... ee ee a eee 125 130 178 200 
5 Seca! Ge tol CBB LGIETNGKS). 23 axcccreocdpadnasshencceg uceansatimccnsercacreeann- 222 179 205 163 
6 RODE LET Ge aT GeS 1 0 Caen meet ee 159 125 153 158 
7 Inheritances and emigrants’ fundS.............:cccccccccscceseeeeereeeeeeee 47 34 40 44 
9 Officialicontributions ete eee ee 20 4/ Ze 5 
11 Alleothermcurrentipayments as ae ee an eee 208 204 212 193 
12 Total Current’ paymentsic.. 182, ei ce ee Rene chook 2,340 2,081 2,465 2,322 
Balance qn merchandise tradey.s... eens eee ees oeee + 60 - 7 - 45 + 69 
Balance on other transactions, excluding BQ ...........00.00.... ele: - 319 - 305 - 98 
Ofliclalicontributlons ieee. cs tee tere eee ee eee eee So rio) co 7 a 2 - 5 
Cc | Current/account: balance :i....2.2. ddins-e orc cecdeesteeeeeeenks = 272 - 333 - 362 - 34 
D Capital account: 
Direct investment: 
1 Direct investment in’Canada.04,....82ec eee + 106 +14 +e 87 +olAT 
» DireckainvestmenteabrOoademsss saesn es eee ee eee ene - 17 - 29 - 31 - 25 
Canadian securities: 
3a Trade in outstanding bonds and debentures...................... ny 9 = 3 ne 4 + ae 
3b Trade in outstanding common and preference stocks ...... - 5 - - 44 = 265 
4 Newrsissues.4.69 ca) 268 eta, Sele. OLE + 118 he e5s + 194 +385 
5 Rebiramenth im. oe hae eR fe eee - 106 - 72 =P G7 - 53 
6,7,8 Poreigurseciritiess::y.0 00 26 3 ee ees ee ey - 15 - 26 - 34 - 
Loans by Government of Canada: 
9 TD) RW LING Si eon teeter ney ee Aon ee (edge, = - - - 7 
10 RIED AVIME NTS ra tapas cee eee ee eae hn PAP thes + G87 + 68 
Change in Canadian dollar holdings of foreigners: 
14a DEDOSI tS er Neer a res aati ar iennetiern ren nv +35 - 45 - 13 - 46 
14b Government of Canada demand liabilities ...0...0..0.0.0..... - 2 - 3 = 2 - 3 
l4c | @anadianctreasUnvabll Seis eee ee ae ei + 8 +S 250) - &, 
17 Othencapitalumoviementsae wae wn. ia eee ne vee + 239 - 37 - 419 + 56E 
E | Net capital movement, exclusive of change in official hold- 
ings.of gold andiforeign exchange... eee ee ee +7207 - Al ~- 212 + 720 
H | Official holdings of gold and foreign exchange: 
1 Change invholdingspes aa eee ae cote Ce See a 1 BUSS - 364 +i + 686 
2 Net International Monetary Fund position ............................ - - 10 — 367 =< 
3 | Other special international financial assistance ................ - = - 381 Be 
| 
Notes: 


Mutua] Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B_ 1) the annual reports on ‘‘The Canadian Balance of Internationa] Payments’’. 


A 11) This item includes government transactions n.o. 


: : : ) D., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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Note: Data forte are preliminary and data for 1961 are subject to revision 


1962 1963 Annual Totals 
Iv ar II III Iv 1960 1961 1962 1963 a 
millions of dollars 
A 
a, 721 1,482 772 1,801 2,009 5,392 5,889 6, 364 7,064 1 
45 38 42 162 162 165 166 3 
94 50 132 320 100 420 482 560 602 4 
82 43 56 43 86 173 209 211 228 5 
133 114 139 143 154 442 486 498 550 6 
31 27 38 48 36 102 103 124 19 7 
107 110 13) 112 111 419 403 426 Ahly a 
2,209 svat 2,289 2,505 2,538 7110 (PueyA 8, 348 9,203 | 12 
B 
1,583 15412 1,700 1,657 1,811 5 540 5,716 6,209 6, 580 1 
102 117 158 207 "107 627 ” 642 "610 589 4 
234 196 192 181 273 653 770 781 842 5 
152 125 160 175 175 533 568 588 635 6 
45 38 42 49 53 181 174, 163 182 1 
8 15 17 15 uw 61 56 32 61 9 
204 206 209 207 213 758 790 813 835 11 
2,328 2,109 = 2,478 2,491 2,646 8, 353 8,716 9,196 9,724 12 
+ 138 +70 + 72 + Wd + 198 - U8 + 173 + 155 + 484 
= 249 - 293 = 2A - 115 - 292 -1,034 -1,099 - 971 - WA 
- 8 = LS - 17 - 15 - - 61 - 56 - 32 - 61 
= 119 - 238 ~~ 189 + 1 =) 108 ~1,243 - 982 ens = 521° 1c 
D 
+ 207 * 75 ay A0) 20550 +25 + 650 + 520 +555 + 210 1 
- 40 = 25 - 25 - 15 on 5 - 50 - 75 = 125 - 80 2 
= 24 + 23 ees 6 ay / - 4&4 mS. + 61 + 64 + 39 3a 
- 32 ee SO. 0) mse Be, mi 27. =e *7 15) + 39 - 116 - 169 3b 
+ 386 + 411 + 393 + 109 +251 + LL7 + 538 + 718 + 964 4 
- 125 - 54 -1% - 34 = ~65 - 265 = 300 Syl = 327 5 
= 3 +73 + 23 = a - 19 - 34 - 70 + 20 6.7.8 
= 2 as sen Soy: me “ - 7 a 10 9 
+ 51 = + 6 25, + 19 + 32 + 37 + 129 a AS 10 
+ 92 - 29 + 338 2 yaa 23 + 79 + 34 a! + 40 14a 
= 4 = a 3 = aah + 5 - 1 - 2 - 4 sateen ae 14 b 
- 61 <liy 20° Due Ae Oa g + 19 se + 56 - 58 eg rer | 14c 
= % Sg! + 36 = 143 +11 + 232 * 512 + 189 ae 17 
+ 597 + 304 + 300 ur + 136 HI O02 Ma tleeie +1, 004 + 667 |E 
H 
+ lol arabe) 13) - 145 + 28 - 39 +229 Pept #77200 : 
- - = + 86 - — * 61 _ 377 + 86 . 
+ 377 = & - - - - - 4 - : 


Notes: D A minus sign indicates an outflow of capital from Canada, 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly short-term capital movements in the form of changes in international open account 


commercial indebtedness, private and chartered bank holdings of exchange, and loans between private unrelated 
parties. It also includes the balancing item representing unrecorded capita] movements and errors and omissions 


throughout the accounts. 
H 3A minus sign indicates a receipt by Canada, 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1964 


In the first quarter of 1964 there was a rise in the deficit from Canada's current transactions 
in goods and services with other countries. Some part of this rise is connected with irregular or non- 
recurring transactions and with the timing of adjustments to the Trade of Canada series, which all had 
_ the effect of enlarging the deficit in this period, These special elements in the background are re- 
ferred to in the descriptions of the behaviour of various items which follow. At the same time under- 
lying demands were strong with evidence of this in rising levels of both exports and imports and higher 
economic activity in Canada and in various countries abroad, 


: Summary statement 


| 1963 1964 


| 1962 1963 
TO II Q TIT(O IV Q IQ 
millions of dollars 

“Merchandise trade balance .... + 155 + 484 + 70 ead 2 + 144 + 198 + 44 
Deficit on non-merchandise 
WEEE aNSaCtIONS ie cescecess ec 6 =i. Jie(0)0)6) - 1,005 - 308 - 261 - 130 - 306 - 385 
Current account balance ...... - 848 = ByAIk = BSYs} - 189 + 14 - 108 - 341 
: 
Capital movements(1) ......... + 1,004 + 667 + 304 + 300 meme £6 + 136 + 299 
\WEong-term forms .....sesee0. + 672 + 584 + 373 + 200 use 3605 ree 
KueonOrt=- term £fOrMS ...<cceeee.s + 832 + 83 - 69 + 100 = Oe + 159 + 241 
Change in official exchange 

BOO A own o's ae lene «is.0 00.8 “ 156 be 146 + 66 + 111 - 59 + 28 Ss by 


(1) Excluding change in official exchange holdings. 
(2) Gold, foreign exchange, and net International Monetary Fund position, less special international 
financial assistance. 


| 
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A reduced export balance on merchandise trade 


At $341 million, Canada's deficit in the first quarter of 1964 on transactions with other coun- 
tries in current goods and services was $103 million, or over 40 per cent, higher than the imbalance of 
($238 million in the same period of 1963, The most recent deficit was however about the same order of 
‘magnitude as that for the March quarters for the three earlier years 1960 to 1962. Only a quarter of 
the increase in the imbalance between the opening quarters of 1963 and 1964 was attributable to merchan- 
dise trade, where the surplus after adjustment of the components for balance of payments purpose de- 
‘clined from $70 million to $44 million. This reduction was derived from a larger increase in imports 
than in exports. The deficit on non-merchandise transactions widened 25 per cent from $308 million to 
the record level of $385 million. 


| A regular adjustment with a view to a more precise timing of wheat shipments and a special ad- 
justment to reduce export values of military aircraft, for which progress payments had been credited to 
exports in 1963, dampened the increase in the adjusted exports significantly. The effect of the ad- 
justments was to reduce sharply the export balance as shown by the regular statistics on the Trade of 
Canada, After adjustment, merchandise exports gained $245 million or more than 16 per cent from $1,482 
million to $1,727 million, Imports were up $271 million, or about 19 per cent, from $1,412 million 

to $1,683 million in the first quarter of 1964, 


ae 


; 
Clearances of wheat and flour together increased about $50 million; iron ore and semi-fabricated 
steel $25 million; non-ferrous metals over $35 million; and lumber, pulp, newsprint and related products 


nearly $45 million. 


Less sizable gains of about $10 million each occurred in the cases of tobacco, 


railway rolling stock, non-agricultural machinery and aircraft (after taking progress payments into 


account), 


More moderate increases were also recorded in exports of commodities such as petroleum and 


natural gas, asbestos and motor vehicle parts, Uranium shipments fell $16 million, 


Progress payments on submarines being built in the United Kingdom for the Royal Canadian Navy 


j 
é 


augmented the rise indicated in import trade totals between the first quarters of 1963 and 1964, While 
commodity details are not yet available for imports for the first quarter of 1964, it is likely that the 
increase was distributed over industrial materials, investment goods and consumer goods as in preceding 


months, 


A larger deficit on services and other non-merchandise items 


Several major items contributed in varying degrees to the expansion of $77 million to $385 
million in net payments on non-merchandise transactions in the March quarter of 1964, Substantial 


Major Items in the Balance on 
Non-Merchandise Transactions 


First three months 
Change 


eer ee a 
1062 wh1o6s. wic64 


millions of dollars 


Gold production available 


POL ERPON ts oS ears aacen ~ oF 43). 04> 45 #2 86 - 9 
TEAV CL sensi cveictevepenete ares exerelenens - 84 - 67 - 96 - 29 
Interest and dividends ... - 146 = 5S - 184 - 31 
Freight and shipping ..... = il PL ee 4 an dl 
Inheritances and migrants' 

ELUMIGIS) Se Grats che aereretereue’ saves ere Ss ie =e = 9 + 2 
Oficial contributions: sa. - if =e 15% Ge 42 + 3 
All other current transac- ; 

CLONE} Mises sane ice maw eee” =o Ui | f= Ge = blo)” MnZO 
Balance on non-merchandise 

BE AUS AC EA OLIS ers, cuss tere eters - 326 - 308 - 385 - 77 


Travel Expenditures 
—————— 


First three months 


‘ty Change 
1962 1963 1964 pees 
millions of dollars 
United States: 
REGS E Sie ie sc oe 42 45 53 + 8 
PAYMETIES “secretes aternte Sy 80 UES} sp SS) 
BaillancGu.mecccursmcdeien el) Ss) 85) - 60 = 25 
Overseas: 
RECeipES men eects 4 5 6 ae dl 
PAyYNOnICS ei te ein 38 Shy 42 + 5 
Abe WIP RSET Aired res ee Ei - 34 = 32 - 36 - 4 
All countries: 
RECGLPES ins sls sev ws 46 50 3y) ap Ct«‘ SY 
PAYMCTIESS onare 6 ele tele 130 ALG E55 + 38 
Bal aAnNGe ner ue ees - 84 - 67 - 96 - 29 


increases in the deficit on travel, 
interest and dividends accounted for 
more than three-quarters of the defici 
rise, The remainder of the increase 
originated in "all other current 
transactions" and in the gold item, 


An increase in payments over 
four times as large as in receipts 
pushed the travel deficit up to $96 
million from $67 million in the first 
quarter of 1963, which compared with 
the average deficit of around $86 


million for the quarter in the three 
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| 
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| 
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| 
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| 
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preceding years 1960 to 1962. Almost 


all of the $9 million rise in travel {; 


receipts to $59 million was attribut- 


able to expenditures of United States | 


travellers in Canada, Similarly in 


payments, Canadians travelling in the | 


United States accounted for over 85 
per cent of the $38 million rise in 
travel payments, This sharp increase 
might have arisen from the prosperous 
situation prevalent among people who 
are accustomed to winter travel and 
an extension in this group, the 
earlier incidence of Easter in March, | 
and Canadian travellers having become | 
more adjusted to the exchange rate 
established in May 1962, Nearly 60 
per cent of the increase originated 
from a larger number of Canadians 
travelling by automobile, whose 
average expenditures in the United 
States were much higher in the first | 
quarter of 1964, Canadians using 
other modes of locomotion accounted | 
for the remainder of the increase, 
and their numbers were higher as were 
their per capita expenditures, Cana- 
dian spending on travel in overseas 
areas continued to grow, by more than 
10 per cent in an-over-the year com- 
parison of March quarters, 


A 20 per cent rise from $153 
million to $184 million in the deficit, 
on interest and dividend account was 


ee 


i 

tterived from an increase of $36 million, or 18 per cent, to $232 million in the payments, offset by a 
jnch smaller rise of $5 million in the receipts to $48 million, Both the totals of receipts and pay- 
ments were the highest on record for the first quarter of the year, At almost 48 per cent, the pro- 
portion of all non-merchandise deficit ac- 
counted for by net payments of interest and 


Interest and Dividends: Payments dividends was however slightly lower than in 
the first quarter of 1961, which was unique for 
. ee Teen Byer deus the sizable carryover of dividends from the 
last quarter of 1960, Affecting this per- 
millions of dollars centage share in the latest quarter under re- 


view were also extraordinary payments on 
government account, reference to which will be 


1961 770 209 Sil found in this report, 
1962 781 285 496 
1963 842 Shily/ 525 The $5 million increase in receipts to 
$48 million was distributed about evenly be- 
1962 I Q 179 67 112 tween interest and dividends, On the payments 
LT*Q 205 76 129 side, interest rose 1l per cent from $70 million 
ITE: Q 163 62 101 to $78 million, while dividends went up 22 per 
IV Q 234 80 154 cent from $126 million. to $154 million. The 
increase in interest payments was due almost 
1963 £0 196 70 126 entirely to the sales abroad in the relevant 
A 192 89 103 quarters of 1963 of new bonds of the provincial 
PQ 181 70 ital governments, As increments to dividend pay- 
| TV-Q 273 88 185 ments on portfolio investment and to net profits 
1964 1 Q 232 78 154 of unincorporated branches in Canada were 


slight, the bulk of the rise covered payments 
of dividends on direct investment; and the 

| small number of subsidiaries contributing to 

che increase in the first quarter of 1964 have tended to irregular dividend payments, 


With the growth in the volume of trade, both receipts and payments for freight and shipping 
‘ransactions increased, the former more than the latter; and net payments accordingly declined from 
(11 million to $4 million. A major part of the rise in receipts from $114 million to $134 million was 
‘or inland freight in Canada on commodities destined for export abroad, Ocean freight and also inland 
‘reight in the United States on imports of goods contributed to increased payments, A slightly larger 
“merease in receipts than in payments of migrants' funds and inheritances reduced the deficit slightly 
10 $9 million, The value of gold production available for export of $36 million wads down 20 per cent 
‘rom $45 million in the first quarter of 1963, and mainly reflected declining production, 


Among other non-merchandise transactions, official contributions at $12 million were slightly 
‘elow $15 million in the same quarter last year, but net payments on other government transactions were 
\p considerably as were those covering miscellaneous income, The settlement with allied authorities 
‘£ Canada's share of the cost of the Commonwealth defence operations in Korea and also of refitting 
osts for submarines represented a large portion of the higher government expenditures abroad, Among 
tiscellaneous income items, transfers of the earnings of financial institutions were estimated to be 
ower, While net payments for business services expanded slightly, they accounted for over one-half 
'f the deficit on "all other current transactions" in the first quarter of 1964, 


| 
| 
| 
Tansactions by areas 


I 
| The widening in Canada's current account balance took place wholly in transactions with the 
mited States, the deficit rising $196 million, or 56 per cent, from $347 million to $543 million in 
he March quarter of 1964. This deterioration was however offset in part by the continuing improvement 
n the surplus with overseas countries, which almost doubled from $109 million to $202 million. 

Total receipts on current goods and services from the United States advanced 6 per cent from 
1,155 million to $1,226 million, while total payments increased 18 per cent from $1,502 million to 
1,769 million. More than 60 per cent of the expansion in the deficit with the United States was 
ttributable to merchandise trade, with exports gaining over 7 per cent from $885 million to $950 
illion and imports rising more than 18 per cent from $1,030 million to $1,219 million, Heavier ship- 
ents to the United States included lumber, wood pulp, newsprint, crude petroleum and natural gas, 
ron ore, aluminum, copper, semi-fabricated steel, agricultural machinery and automobiles and parts. 
Xports of uranium declined. 


Quarterly Current Account Balances 


nn nnnn ee SEED 


ih 18, II Q DEI Blige 0, IV Q 
millions of dollars 

United States: 
i Kowle- Aaar Ge ato oc - 433 =- 435 - 151 - 367 
PO G2 Bere cc rcisvereue! iors = 343 a) ANS, - 66 - 282 
EGGS ee ietevens steisieis ste - 347 - 337 - 64 - 410 
VD OF syn oxere Vest 1stels - 543 

United Kingdom: 
OG evs Ware take © slots + 39 + 27 + 42 + 79 
ED OZ ee ceetatetciits olalede ss 6 + 48 + 49 + 110 
DGS ee tetercke fae7s Rae + 74 + 115 + 88 + 117 
LOGE ais ie evaiee aleve + 80 

Other countries: 
TOG Ure Fins ovens eisiguenens tee), + 97 + 47 + 16 
PIG 2exae gic aoere + 4 + 15 mtr + 53 
iO Gidier. retevee-« + 35 +33 - 10 + 185 
OGL esc tepereteiscicie es + 122 

merchandise deficit from $36 million to $48 million. 


=/- 
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A nominal advance in receipts on 
non-merchandise transactions from $270 
million to $276 million against a more thai 
16 per cent increase in payments from $472 
million to $550 million brought about the — 
$72 increment to the deficit on "invisible: 
with the United States, About seven-eights 
of this expansion originated from more ad-' 
verse balances on interest, dividends and 
travel accounts together with the lower 
value of gold production available for ex-- 
port. References were made to these de- 
velopments in the earlier discussion on 
non-merchandise transactions as well as to 


the reduced transfers to Canada of earning: © 


of financial insti tubions. 


In continuation since the second 
quarter of 1962 of the over-the-year in- | 
creases, the surplus in current trans- 
actions with the United Kingdom widened 
moderately from $74 million to $80 million: 
in the first quarter of 1964, This gain 
was the net effect of a rise in the export 
balance from $110 million to $128 million, 
offset by a smaller increase in the non- | 


Larger shipments of wheat flour, metals and miner: 


als, including nickel, copper, zinc and uranium, lumber, synthetic rubber and plastics contributed to ae 


gain of nearly 25 per cent from $213 million to $265 million in merchandise exports, 
were seen in the cases of oilseed cake, newsprint, aluminum and precious metals. 
crease in non-merchandise deficit was mainly attributable to the two rather extraordinary payments on 
government account referred to indirectly before, as changes to the balances of other accounts were 


more moderate and offsetting. 


Summary of Current Transactions with the United States, United Kingdom and Other Countries ¢ 
First Quarter 1963 and 1964, and Change Between the Periods 


Smaller exports | 


The $12 million in- 


1963 1964 Change 1963 1964 Change 
millions of dollars 
All countries United States 
Merchandise exports (adjusted) ....e... 1,482 aL, + 245 885 950 + 65 
Merchandise imports (adjusted) ........ 1,412 1,683 + 271 1,030 Leto +189 | 
Balance on Merchandise trade ..ececsere + 70 + 44 - 26 - 145 - 269 - 124 
GEhericurrent) recelptbiaacs seo on oor ete 389 416 + 27 270 276 + & 
OeEher current payments . secs ices et 697 801 + 104 472 550 + 78 
Balance on non-merchandise transactions =3308 = 3385 = 7/7) SO? 5 Paln - 72 
POST MACOLp Ear. ita a\siaiainissiarein ie a niece aie aie Poul 2,143 + 272 PeLS5 1,226 + IE 
Total payments: Waites as ws oe cm wees ot 2,109 2,484 + 375 1502 1,769 + 267 
Gurrent account Ibalance win s4802) een ee - 238 - 341 - 103 - 347 - 543 - 196 
United Kingdom Other countries 
Merchandise exports (adjusted) ......e.- O13 265 ae 652 384 512 + 128 
Merchandise imports (adjusted) ........ 103 £7 + 34 279 327 +° 43m | 
Balance on merchandise trade ......ee0- + 110 + 128 + 18 + 105 + 185 + 80 
| 
Qeher current receiptd -..ceetr. fee wee St 61 + 10 68 79 + ii | 
Other current payments ...eeseeeseceees 87 109 + 22 138 142 + ae 
Balance on non-merchandise transactions - 36 - 48 — BED - 70 - 63 - 7 . 
ig ae tht ae ae. ae 264 326 + 62 452 591 + 199mm | 
Total payments erveeeevreeorevrertevesereece 190 246 + 56 417 469 + 52 i 
Curvene vaccounty DALaANCe o..-6atie.e cele cicceienc + 74 + 80 a KG + 35 +122 + 87 
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In transactions with other overseas countries, the chain of improvements in the current account 
balance since the final quarter of 1962 was extended with an advance of $87 million from $35 million to 
| $122 million in the first quarter of 1964, More than 90 per cent of this latest gain occurred in 
merchandise trade, with the surplus widening from $105 million to $185 million, Merchandise exports 
imereased a third from $384 million to $512 million, while merchandise imports rose about one-sixth 
from $279 million to $327 million, Nearly seven-eights of the improvement in the merchandise surplus 
_within this group occurred in Canada's trade with countries other than those in the Sterling or OECD 

_ groups. Almost three-quarters and over one-half of the increases in exports and in imports respectively 
'were recorded in trade with "other countries", Higher clearances of wheat to the Soviet group of 
countries, in particular to the U.S.S.R, itself, and to Cuba were featured prominently in the enlarged 
exports. Wheat shipments to Mainland China in the quarter were however substantially lower, Larger 
exports of industrial materials to Japan and locomotives to Latin America were other elements in the 
rise, 


| 


Capital Movements 


} 
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Capital movements in long-term forms turned inwards again in the first quarter of 1964, The 
inflow of $58 million compared with an outflow of $23 million in the preceding quarter. If the series 
)is adjusted to reflect the timing of sales of new issues of Canadian bonds and debentures rather than 
their delivery there was an inflow in long-term forms of $12 million in the first quarter following out- 
_ flows aggregating $106 million in the preceding three quarters, 


Movements in short-term forms led to an inflow of $241 million, This was the largest quarterly 
inflow in these forms since the third quarter of 1962 when there was a dramatic reflux of capital which 
had fled Canada in the earlier exchange crisis. 

Together these capital inflows amounted in the first quarter to $299 million. The current 
account deficit in this period was $341 million and Canada's official holdings of gold and foreign ex- 
,change and net International Monetary Fund position, together were reduced by $42 million, 


1962 1963 1964 


Summary 
7°. (11.0 TITse, IV 0 bOetikin® WELLING 136 
millions of dollars 
|\Capaital movements in long-term forms ... + 5 - 29 + 238 +458 +373 +200 + 34 - 23 + 58 
Capital movements in short-term forms(1) - 46 - 243 + 482 +139 - 69 +100 - 107 +159 + 241 
|Balance on goods and services .eecoceeee - 333 - 362 - 34 - 119 - 238 - 189 + 14 - 108 - 341 


Change in official holdings of gold, 

foreign exchange, and net Inter- 

national Monetary Fund position, 

less special international fi- 

MIEMMASSISCATICS ....0.eKhecesnec-es -9374, - 634 +686 +478 +°.66 +111 - 59 + 28 - (42 
ec ee a eee 


(1) Excluding items in final line, 


The geographical distribution of Canada's current account balance and capital movements in long- 
‘term forms (referred to by some as the "basic" balance) is given in a statement, It indicates that 
Canada incurred a deficit of $543 million on current account with the United States and received $122 
million net of capital in long-term forms from that country. The remainder of $421 million to be fi- 
nanced from other sources was more than in the whole of 1963, and represented a very substantial change 
from the first quarter of that year. (If the production of new gold available for export, which is 
‘conventionally attributed to the United States, is abstracted, the balance exceeds $450 million. ) 
Capital inflows from the United States in short-term forms amounted to somewhat less than S22) Million 
in the quarter, and the balance of the funds needed were derived from transactions with other countries 
and from the reduction in Canada's official reserves. In this quarter the transactions of Canada thus 


Capital Inflows in Long-Term Forms contributed substantially to the strengthening 
of the United States balance of payments, both | 
<< ae a eee eA Ts eCUIetO) tad through reductions in-Canada's private and 
Actual reflect timing official exchange holdings in that country and | 
Period Inflow of security through the use there of Canadian earnings 
contracts elsewhere in the world, Underlying these were 
millions of dollars Canada's widened deficit for the purchase of 
goods and services from the United States, 
1962 First quarter + 5 + 107 | 
Second ; = 429 - 140 With the United Kingdom and other over- 
Third t + 238 + 528 seas countries Canada experienced a current | 
Fourth " + 458 + 460 account surplus of $202 million, Capital out- 
flows in long-term forms to these countries 
1963 First quarter +373 + 504 aggregated $64 million in the quarter leaving 
Second " + 200 = 32 a surplus from these types of transactions of 
Third ug + 34 eee? $138 million, There was a further capital in- — 
Fourth " = 23 = 2y flow from these countries of about $25 million — 
in short-term forms, and these amounts were 
1964 First quarter + 58 peaks available for application in Canada's balance 


of payments with the United States, 


Area Distribution of Current Account Balance and Capital Movements in Long-Term Forms 


Cie ne Capital Total of Total of foregoing 
ae movements foregoing items excluding gold | 
balancec in long-term stone production available | 
forms for export 
millions of dollars 
United States: 
1961 - 1,386 938 - 455 . - 617 
1962 - 1,116 669 - 447 - 612 
1963 = AS Rey} 800 - 358 - 524 
1963 ut - 347 388 41 - 4 
II - 337 260 - 77 - 118 | 
ieee ~ 64 lieail ivi + 19 | 
IV = 410 Sah - 379 - 421 
1964 i - 543 22 - 421 - 457 
United Kingdom and other 
overseas countries: | 
1961 404 - 21 383 383 
1962 268 3 271 27% | 
1963 637 - 216 421 421 
1963 ag 109 - 15 94 94 
Teak 148 - 60 88 88 | 
III 78 = 87 en: m9 | 
IV 302 - 54 248 248 
1964 is 202 - 64 138 138 


(1) Including gold production available for export. 


DIRECT INVESTMENT The net inflow of foreign capital for direct investment in foreign-controlled 
enterprises in Canada is estimated to have totalled $75 million in the first 
quarter, At this level the inward movement was up sharply from the preceding quarter's total of $45 
million but was of the same magnitude as the corresponding period in 1963, A widely publicized take- 
over of a long established Canadian enterprise contributed to the inflow, but there were a number of 
repatriations on a smaller scale which offset much of the major inflow. The bulk of the inflow came q 


from the United States with the United Kingdom and other overseas countries together providing 
approximately $10 million, 


Investment was concentrated about equally in the petroleum and natural gas, mining and manu- 
facturing industries while the repatriation of a large block of shares in a financial institution 
accounted entirely for the outflow in this category, There were only negligible investments on balance 
in other industries, The inflows for mining were largely for investment in iron ore and potash deposits 


while the largest single transaction, which accounted for over half the total net inflow, was for the 
takeover of a brewing company. 


The net outflow of Canadian capital for direct investment abroad is estimated at $30 million, 
which is double the level of the preceding quarter. Four fifths of the total was for investment in 


manufacturing in the United Kingdom with the rest going equally to other overseas countries and the 
United States, 


SECURITY TRANS ACTIONS The capital inflow to Canada from all transactions in bonds and stocks 
amounted to $32 million in the first quarter of 1964. In the preceding 
quarter there was an outflow of $62 million, It will be recalled that inflows in late 1962 and early 
1963, arising on balance entirely from the United States, reached very large totals, After the first 
quarter of 1963 sales contracted sharply, although funds continued to flow into Canada as the resuit of 
-earlier contracts, Since July 1963 tax measures before the United States Congress to reduce long term 
|borrowing in that country have been an effective deterrent, Apart from deliveries under contracts 


entered into prior to the middle of 1963 transactions in bonds and stocks have led to capital outflows 


| from Canada each quarter since that time, 


| In the first quarter of 1964 receipts from non-residents from the sale of new issues aggregated 
$155 million (including deliveries of $62 million contracted earlier but excluding $16 million sold for 
jlater delivery). Net repurchases by Canadians of outstanding Canadian securities totalled $57 million, 
jwirtually all stocks; this repatriation was influenced by some special situations, Retirements of 

foreign held issues amounted to $61 million. The net inflow of $37 million from these transactions in 


‘Canadian issues was offset to the extent of $5 million by capital outflows in connection with trans- 
jactions in foreign securities, 


| New Issues of Canadian Bonds Sold to In the thirty months from 
United States Residents the fourth quarter of 1961 to the 

| first quarter of 1964 inclusive, 
international transactions have in- 


Period Contracts Deliveries Undelivered(1) volved capital outflows for the re- 
| millions of dollars patriation to Canada of $492 million 
of Canadian common and preference 
(1962 Year 954 671 306 stocks, The preceding thirty months 
1963 Year 724 910 120 saw inflows aggregating $223 million 
| and earlier, in 1956, the inflow in 
1963 16Q 531 400 437 the single calendar year was over 
1720 137 369 205 $250 million. These figures empha- 
LLiSQ 28 104 L29 size the dramatic shift which has 
IV Q 28 37, 120 occurred in the direction of flows 
| of capital for portfolio investment 
1964 I Q 98 144 74 in Canadian equities, 
(1) At end of period, Both the change and the 


scale of recent repatriations might 

suggest that a substantial increase has occurred in the supply of Canadian savings seeking portfolio 
investments in equities. However, as the accompanying statement shows, the increasing repurchases from 
qon-residents have occurred in a period when net new issues of Canadian equities were decreasing or 
vere negative. This reflected in part the acquisition by provincial governments of private hydro 
electric companies, involving withdrawals from private investors of some $488 million of equities in 
che four quarters ending March 31, 1964 (including conversion of $53 million into bonds), and of $87 
nillion in the preceding six quarters, These transactions releasing large amounts of private savings 
invested in equities undoubtedly played a role in the absorption of the issues coming on to the Canadian 
aarket from non-residents. Moreover there have been substantial shifts of stock from portfolio in- 
yestors in Canada to controlling interests of Canadian and foreign origin. These effectively removed 
irom the market at least a third of the apparent investment by Canadians in the ten quarters ending 
‘1 March 1964, The transactions were largely concentrated in the earlier part of the period when the 
icquisition from the public of oil, merchandising, and mining stocks played a prominent role in direct 

_ Mivestment inflows. It may also be noted that a significant amount of the financing needed by the 

- rovincial authorities was raised outside Canada through new issues of bonds, 


sah Geo 


Canadian Common and Preference Stocks 


NN —<—<—<—— 
= ew issues 
wii ae Net investment by 


Peon Net eens oa chia “Acquisitions +~+~=~—‘~private sector in 
non-residents by provincial Other Canada 


authorities(- 


millions of dollars 


Year 1956 e@reoreresereereeseve® - 253 = 689 436 
Ten quarters ending 
ill March 1964 ceeoceeveee ere? 492 = Sy) 747 664 
Six quarters ending 
Sil March 1963 eeeoreeeverseeer? BEY. Se 87 445 590 
Four quarters ending 
31 March 1964 @esvevevreeaees 260 vr 488 302 74 
OTHER CAPITAL FLOWS IN LONG-TERM FORMS In the first quarter of 1964 the Government of Canada 


made further advances totalling $2 million on its loan 
to India for the purchase of aircraft, Receipts were approximately double this amount at $4 million 
and were mainly partial repayments from India of a loan for the purchase of wheat, 


The remaining capital movements in long-term forms led to an outflow of $21 million, There were. 
large movements with the United States in both directions mainly in connection with bank loans which 
resulted in a net inflow of $9 million. This was offset by net outflows of $3 million and $27 million 
recorded with the United Kingdom and other overseas countries respectively. The net movement to other 
overseas countries was entirely due to loans and advances under Government programmes for the financing 
of Canadian exports. 


CAPITAL MOVEMENTS IN SHORT-TERM FORMS Canadian dollar holdings of foreigners increased by $23 
million in the first quarter of 1964, The Italian 

drawing of Canadian dollars from the International Monetary Fund, commented upon later, contributed to 

this increase, Foreign holdings of Canadian treasury bills rose by $4 million while holdings of Govern-| 

ment of Canada demand liabilities remained unchanged, 


The largest capital movement shown separately in the supplementary statement covering "other 
capital movements" was a short-term inflow of $142 million representing a reduction by residents in 
bank balances and other short-term funds abroad (excluding official reserves) from the record year-end 
total of about $3 billion at the end of 1963, In addition an inflow of $115 million resulting from 
transactions in Canadian commercial paper, Canadian finance paper and other finance company obligations. © 
Half of this latter inflow was accounted for by the unusually high net sales balance for Canadian 
finance paper. Holdings by non-residents of Canadian commercial and finance paper are believed to have 
been of the order of $325 million at the end of the quarter. 


In a recent public address(1) the Governor of the Bank of Canada commented on the relationship 
of wheat sales and inflows of short-term capital into Canada: ",.., our foreign exchange position has 
been bolstered both by the payment for wheat shipped and by the demand for forward Canadian dollars to 
cover future shipments, The demand for Canadian dollars in the forward market has caused a substantial 
inflow of short-term capital into Canada, a flow which is in effect a prepayment for wheat. During the 
last several months we have on occasion fended off further short-term inflows, in part by operating in 
the forward exchange market in order to moderate any tendency of the covered interest-rate differential 
to widen sufficiently to induce this type of inflow." 

(1) Before the U.S, Bankers' Association for Foreign Trade, Quebec City, May 25, 1964, 


oat. 


All other capital movements gave rise to a capital outflow of $39 million, 


| Repayments of bank 
loans were an important element in this figure, 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


————— EEE 


1963 1964 
Transactions with all countries —————— 


ib (6; EES EEO IV Q TQ 


ne 


millions of dollars 


Subscriptions to international investment 


GCL) Uy sa vicicon ce sew sks ocesccsonstWeceseeccecs - - - - 8 - 
Wiee=term capital transactions n.i.e. cescreccccescecs =e - 46 - 30 - a BL 
Bank balances and other short-term funds abroad 

Memmexcitiding Official reserves) ..sscrservccesecrorese “729 - 80 - 136 23 142 
Canadian commercial DAES yogdodocopsuno none vooGDaoONC = Sy IS) - ill 12 aT 
Canadian PiMRUCEWDADCE! aa. ss GEG 650s eto Sees se eeulese 8 - 3 IE 31 3))/ 
Canadian finance company obligations nvi.e. .eccecsecs = 7 24 1 26 Bik 
All other transactions including changes in loans 

| and accounts receivable and payable(2) ....ccrccvece 53 126 ples at - 39 
| nodes. ea SE SE ee ee ee 
eM SEO ULI) as). s 6 oe Seu pls oe ses ot Cee oes oe 0 =53 36 - 143 141 197 


(1) International Bank for Reconstruction and Development, International Development Association, and 
International Finance Corporation, 


(2) Includes also balancing item representing difference between direct measurements of current and 
capital accounts, 


Official Holdings of Gold and Foreign Exchange 


Canada's external reserves decreased in the first quarter of 1964, The reduction in official 
tHeidings of gold and United States dollars amounted to $140 million, while corresponding holdings of 
sterling, which are not large, rose by $13 million. Canada's net International Monetary Fund position 
improved by $85 million. While official holdings of gold and United States dollars were reduced some- 
what in the quarter, they continue to be well above the peak level prior to 1962, 


Canada's improved position with the 
! International Monetary Fund was effected mainly 


/ United States Dollar in Canada by repurchases by Canada of Canadian dollars 
| equivalent to $59 million in United States 
ee ind Noon funds; these repurchases were made mainly with 
| iia High aise: Close average Deutsche mark and French francs, A drawing 
) Canadian cents by Italy of Canadian dollars equivalent to 
$20 million in United States funds also improved 
1963 iQ 107.94 107.59 1O7. 8.1. 107.76 Canada's net IMF position, (An announcement by 
1m ane) 107.97 107.59 107.81 107.74 the Minister of Finance has indicated that this 
ZIT Q 108.57 107, 63 107.78 108. 08 drawing had not been converted into foreign 
TV 0 108.09 LOT 72 108, 06 107,83 exchange at the end of the quarter), These 
transactions reduced the International Monetary 
1964 IQ 108.09 107.94 108, 06 108. 02 Fund's holdings of Canadian dollars expressed 


in terms of United States funds to $530 million, 
and restored Canada's net IMF position to $20 
million, Canada's quota in the Fund is $550 
million and Canada is obligated in due course to reduce the Fund's holdings of Canadian dollars to 75 
per cent of this amount, This would involve a further $117 1/2 millions which would restore Canada's 
met International Monetary Fund position to $137,5 million in terms of United States funds, 


210 : 


Official Holdings of Gold and United States Dollars, and Related Items 


Inn cn nn nae tl ttEsE>- Sb" SnSSSSg St- Ba e 


; Net Other special Total 
Official holdings of International international of 
End of period gold andi Uaite< Monetary Fund financial foregoing 
Br ares eco ane osition assistance items 


millions of United States dollars 


1962 IV Q pe | - 138 ~ 2,401 
1963 TQ 2,600 - 138 - 2,462 
II Q 2),092 - 138 - 2,554 

ILivgQ 2,568 - 58 - 2200 

IV Q Bee NS ia - 58 - 2,258 

1964 ta0 2,466 20 ~ 2,486 
January 2,002) - 59 - yee 

February 2,542 - - 2,542 

March 2,466 20 - 2,486 


International Monetary Fund: Canada's Position 


Selected transactions End of period 
Net drawings Net drawings Sales of : : ' 
of foreign (-) of Canadian Canadian por ee vapaeees Canada 


; of Canadian gross IMF net IMF 
currencies dollars by dollars to doll (1) osition(2) osition(3) 
by Canada other countries IMF for gold apes ae P 


millions of United States dollars 


1947-1961 “ =et00 25 338 762 212 
1962 raat : 10 : 348 752 202 

II Q 300 40 688 412 ~-138 
1963 III Q - 80 . 608 492 - 58 
1964 I Q - 59 =O ’ 530 570 20 


(1) Apart from the transactions shown, these holdings reflect mainly Canada's quota payments made in 
Canadian dollars, Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, there have also been adjustment payments between the IMF and Canada in Canadian 
dollars, arising from changes in the exchange rate, which are not reflected because the series are 
shown in United States dollar equivalents. 

(2) This "total tranche position" is a measure of Canada's drawing potential, i.e, the amount Canada 
could draw without raising the IMF's holdings of Canadian dollars beyond 200 per cent of quota, 

(3) This is a cumulative measure of the net resources provided by Canada to the IMF, The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. 


NOTE 


"The Canadian Balance of International Payments, 1961 and 1962 
and International Investment Position" (D.B.S. Catalogue No. 
67-201) will be officially released in about one month's time. 
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QUARTERLY STATISTICS OF THE CANADIAN 
BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER 1962 - FIRST QUARTER 1964 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1963 are preliminary and data for 19 62 are subject to revision 


1964 
NN 
1962 
LS". CS eee 
I TE TEE 
No. “s 
if millions of dollars 
A Current receipts: 
1 Merchandise exports: (adjusted), sess. +-2c-cc-cesesceenecteteoeencas = 1,395 1,620 1,628 
3 Gold production available forjex pore cerceevsccee scone --8 eae 43 42 39 
4 PrAVe LGXpPemGib ures asses see access eceecraerertona nce ota exsacecetsoew te memnacens 46 126 294 
5 Interest andidiividends 4. d.21c..0t cu eeetstee cone ore se sce ses heer nese 33 52 44 
6 Pretoheand shippitig..2.<5 ee Mees ov eee 104 128 133 
7 Inheritances and immigrants’ fundS...........0..0cccceceecseceseeseeeeeees 20 aL 42 
11 ‘Alleather eurrent receipts’... «c..ccaenhaotacn sade wees 107 104 108 
12 Total current receipts ...............ccccccccesesesesestsssesceseseeeeeeeeeees 1,748 2,103 2,288 
B Current payments: 
it Merchandisemmportsucad sisted) sun ase) see omnes cares aO2 L665 TU 559 
4 MTrAavel CXPeENGitUres.. eee eee eee een ee 130 178 200 
5 IpaULe ERS BOER OBRALOEYLOKSE « cocconeccronsoacencchoushedectos sot senom-eacenseceaontense to 205 163 
6 TELCO ANGES HDD ll cee eee eee te ees eee ee 125 #53 158 
7 Inheritances and emigrants’ fundS......0....cccccccccccssessseseseeeseeees 34 40 44 
9 Official: conteibubionSaesscese eee ee eee eee 7k ps e 
11 All Other current payments iccccencs- ona oe ee 204 212 193 
12 Total current payments 220... ceccccccccceccscseeeeeecseseseseseseeees 2,081 2,465 2,322 
Balance on merchandise trade ......2-.0 0. .2)s-eretee ee eee = yj - 45 OO 
Balance on other transactions, excluding BQ ...............0..... - 319 - 305 =(°98 
Oiicial contribubions 2 2-2 wc...4:uee ew ees - 7 = 12 a . 
Cc Current account balance ..............ccccccccccccccscecseseseecseseserecectstsseeeee - 333 = 362 - 34 
D Capital account: 
Direct investment: 
1 Direct investment in Canad@ <.cccsccoastassecescicsdssecvdesctivieaseens ee +> .87 + 147 
2 Dirsetinvestment: abroad! <1. eee eee oe eee - 29 - 31 = 25) 
Canadian securities: 
3a Trade in outstanding bonds and debentures...................... = 3 aa 4 Tie 
3b Trade in outstanding common and preference stocks ...... - 14 - 44 - 26 
4 Newiis Sue's yt4, bx-d sie aia. Bes Mare at oe pellet nly lene we +53 at 194 + 25 
5 IRELIRGIETIES beer ater ot wee a OR oe Rll es a ee oe a - 72 =e fli -.. 53 
6,7,8 Poreipnacourities.c, 16s) aT pushy ce Rude ON rs - 26 - 34 = 5s 
Loans by Government of Canada: 
9 TPA WANE Sie) oe eek cae, 4 eel «Renee lag Ne te ARs ee ss! = * 7 
10 FS air beer, tt tak ocak Ss cee a ee dt » $3 Athi 7 + 68 
Change in Canadian dollar holdings of foreigners: Na ry - 
14a Blea lesy murs cen ee Soe oot a, hee ce er ar - 45 - 13 - 46 
14 b Government of Canada demand liabilities ....00000000.....0...... = 3 = 2 iS 3 
14c @anadian treasuryabillSsevesrecs mes teen eee + 18 = DO = 3 
17 Other capital movementss 6.4 cesses svenstel ccoheonee. - 37 - 419 + 58 
E Net capital movement, exclusive of change in official hold- 
ings of gold and foreign exchange ...........ccccccccsecccccececcecseceeees - 4l - 272 + 720 
H Official holdings of gold and foreign exchange: 
i Changesin holdings... en seein ee Sa Be ee - 364 Fe OLce + 686 
Net International Monetary Fund position .......0.....ccccccccecseeee - 10 - 367 = 
3 Other special international financial assistance ................ = - 381 - 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details j 
t . of thes u 
B_ 1) the annual reports on ‘‘The Canadian Balance of Internationa] Payments’’. simian 


A 11) This item includes government transactions n instituti j 
: : -0.p., personal and institutional r i i 
B 11) insurance transactions, and business services. : ab rem entee tee ae 


1962 


92 

4 
61 
94 


+1 ++ 
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101 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1963 are preliminary and data for 1962 are subject to revision 


1964 
1963 1964 Annual totals Four quarters | 
ended 
I II 1 i eee t 1960 1961 1962 March 31, 1964 | | 
|_No. 
millions of dollars 
A 
L462) 8-7 724 1,801. 2; 009 Loy Saskey) 5,889 6,364 7,309 1 
45 41 38 42 36 162 162 165 157 3 
50 132 320 100 59 420 482 560 611 4 
43 56 43 86 48 173 209 2ua 285 5 
114 139 143 154 134 442 486 498 570 6 
27 38 48 36 SP 102 103 124 153 q 
110 111 112 111 108 419 403 426 442 11 
doe oo 82.505, 2,538 2,143 7,110 7, 73% 8,348 9,475 12 
B 
1a eo 1 ta 00 415657 4) b, B11 1,683 5,540 5,716 6,209 6,851 1 
117 158 207 107 155 627 642 610 627 4 
196 192 181 273 232 653 770 781 878 5 
125 160 #75 175 138 533 568 588 648 6 
38 42 49 53 40 181 174 163 184 7 
15 i7 is: 14 a 61 56 32 58 9 
206 209 207 213 224 758 790 813 853 at 
2.109 2,478 2589146; 646 2,484 8,353 8,716 9,196 10, 099 12 
T 00s 72> +144 + 198 + 4a SPO et log Ste 255 58 
mep0S = 244. « 115. - 292 = 373 =a OSG “2b <G99 re O72 = 1.024 
ese 15 = 1G =" {2 - ot) > Sore 32 = 58 
eeaaoe.= [80 + 14 <= 108 = Sel - 1,243 - 982 - 848 - 624 TE 
D 
75 40 + 50 + 45 75 +) (650 Gree 25200 $555 + 210 1 
ee Gees 15) = LS 30 - 50 - 15: are UO - 85 2 
Hoag he 27. += To | ie rs ct .¥ Sipeh oles 64 a 17 3a 
meee Pea 5B ES 9 SAT py BGS) thilb sic Yi 3b 
Tage tb 39s SF 109 $1 155 + 427, F S38 Go 718 Pe wep0S 4 
eee ATG = 3h |. «65 - 61 =. O55 Mi—~ 30078. 321 => (eh 9% 5 
= PS SG AP A an =e 5 = 19 = san = 70 5 12 6,7,8 
= n= - D - 2 a i 7 = 12 9 
~ + 6 ae 19 4 nF EUyO ms 37, a tame ico 29 10 
Pee Goaet 7 a r= yp) te gg 7 19 a 719° B45 a= 12 2 88 14a 
oe et ey Pe 5 - = i2eac ae 4 23 1 14b 
te See el Se Oo =. 38 + & at: 56 58 + 4 = 32 14c 
= 53 36 - 143 + 141 +197 5990 0 SD hy 189 rie 231 17 
7304. F300,- 73 +136 + 299 Fo 04 ie 1. 272-48 2, 004 + 662 E 
H 
te oe 1 14s 6 28 a Bay = BGtet 209 cf. 537 = Asian 1 
Z - + 86 s + 85 a 6k. (are Ay) UA 2 
- - = = = = ay 4 id 3 


Notes: D 


D 17 This item includes mainl 
commercia] indebtedness, private and chartered bank holdings o 
parties. It also includes the balancing item representing unrecor 


H 


A minus sign indicates an outflow of capital from Canada, 
D 1,2 Exclusive of undistributed profits. 


throughout the accounts. 
3 A minus sign indicates a receipt by Canada, 


y short-term capital movements in the form of changes in international open account 
f exchange, and loans between private unrelated 
ded capital movements and errors and omissions 


ue 


a® 3 


. 3 a ee 
ee te) 


:.0,aaigi'(s 
af 
nL | 


a 


Part 


oe 


- 


os 


= 


-_ 


67-001 ne 


QUARTERLY Publications 


/ PRR EE 
\ CANADA 


CANADA. BURLAU OF STATISTICS 


QUARTERLY ESTIMATES OF THE CANADIAN 
BALANCE OF INTERNATIONAL PAYMENTS 


‘SECOND QUARTER 1964 


Published by Authority of 
The Minister of Trade and Commerce 


DOMINION BUREAU OF STATISTICS 
National Accounts and Balance of 
Payments Division 
Balance of Payments Section 


September 1964 Price: 50 cents 
2206-502 $2.00 a year 


aT GF) cHTAMItes YIdaTSH AE 
PTYYVEMYAS JAUOT TAM S9TUI HO ZOU ‘WT. 


baci ARTAAUO QHOOSze 


4 P walt 
var™ ¥ ; 7 - . 
; Pe! r) - 
rus & é a ; j : 
% i fe e _* 
4 
= % 


“nies oe om + .-aar 


ae ct S 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
SECOND QUARTER 1964 


There was a contraction in Canada's deficit in current transactions in goods and services in 
she second quarter of 1964 to $175 million from $204 million in the same period last year, in response 
-o an increased export balance from merchandise trade. This contraction follows a much larger deficit 
n the first quarter when there was only a slight surplus on merchandise trade and an unusually large 
leficit from non-merchandise transactions. These differing results in the two quarters have been 
yarticularly influenced in one direction by wide shifts in the volume of wheat shipments with a 
concentration in the second quarter, and in the other direction by the coincidence of various irregular 
yayments by Canada in the earlier period this year. Such variable factors acted to enlarge the deficit 
in the first quarter and to reduce it in the second. In the half year as a whole there was an increase 
in the deficit from $452 million in 1963 to $518 million in 1964 due entirely to increased net payments 
m account of non-merchandise transactions, as the export balance on merchandise account was slightly 
larger this year than last. The principal sources of the enlarged deficit were the travel and interest 
and dividend accounts. 


Summary statement 


1963 1964 
1962 1963 Pa ay aaa aa Te 
Ty ie X9) Jed bile (Gj VEO IQ JRO) 
millions of dollars 

Merchandise trade balance .... + wy + 503 + 74 + 151 + 204 + 33 + 127 
Jeficit on non-merchandise 

ERETIUS ACTIONS <r oft le 0 vverels oft eile - 1,051 - 1,060 - 278 - 135 - 325 - 376 - 302 
Duprent account balance ..... 2 - 874 = 557 - 204 + 16 - 121 - 343 - 175 
capital movements(1)..... aaatets 1,029 + 703 + 315 - 75 + 149 + 301 + 242 

Mong=term fOrMS ae. ssesse se + 668 + 613 + 209 + 33 - 4 - 5 + 166 

Bporte—term forms ~..% tre Je + SKoll + 90 + 106 - 108 + 153 + 306 + 76 
thange in official exchange 
LTRS. Vinee ane leielle ove siieveie 6 + 155 + 146 + 111 - 59 + 28 - 42 + 67 


‘l) Excluding change in official exchange holdings. 


'2) Gold, foreign exchange, and net International Monetary Fund position, less special international 
financial assistance. 


Led by an increase of nearly $100 million in the proceeds of new security issues sold to non- 
‘esidents, capital movements in long-term forms swung from an outflow of $5 million in the first 
juarter to an inflow of $166 million in the quarter. In each quarter the totals included some 
leliveries of securities sold in 1963. Further amounts of capital also flowed into Canada in each 
juarter in short-term forms, with Canadian money market paper being prominent. Between the quarters 
here were major movements in private and banking holdings of foreign exchange which declined sharply 
n the first quarter but were largely restored in the second. Official holdings of gold and foreign 
xchange together with Canada's net International Monetary Fund position, which declined in the fist 
uarter, rose in the second. 


urrent Account Transactions in the Second Quarter 


Canada's deficit in current transactions with other countries declined about 14 per cent to 
‘175 million in the second quarter of 1964 from $204 million in the same period of 1963. In a com- 
arison of second quarter balances, the 1964 deficit was the lowest since the June quarter of (1955: 
he deficit of $518 million for the first half year 1964 was however more than 14 per cent above that 
| 


wy 


of $452 million for the first half of 1963. 


The decline in the current account deficit between the second quarters of 1963 and 1964 was 
attributable wholly to merchandise trade. The rise in the export balance of $53 million was offset to 
the extent of about one-half by the widening in the deficit on non-merchandise transactions. 


Large Gain in Merchandise Export Balance with Overseas Countries 


The rise in merchandise trade surplus between the June quarters of 1963 and 1964 followed a 
larger gain in exports than in imports. The growth in Canada's exports from $1,776 million to $2,197 
million exceeded 23 per cent. About $150 million of the $421 million increase in merchandise exports 
represented enlarged wheat shipments, with the rise in shipments being even more pronounced to the 
U.S.S.R. and to other countries in the Soviet area. Exports of iron ores and concentrates were nearly 
$37 million higher in the second quarter of 1964. Shipments of newsprint and of wood pulp were each 
more than $23 million higher. Larger shipments were recorded in a host of other commodities including 
wheat flour, crude petroleum and natural gas, asbestos, sulphur, synthetic rubber and plastics, semi- 
fabricated steel, alloys of non-ferrous metals, machinery, automobiles, engines, motor vehicle parts a 
aircraft. Exports of uranium continued to decline. 


An estimated increase of over 21 per cent occurred in merchandise imports from $1,702 million 
to approximately $2,070 million in the second quarter of 1964. This total includes a projected estimai 
for the month of June which will be superseded by a tabulated figure only likely to become available 
after the publication of this report. Well over one-half of the $285 million import increase in the 
March quarter was attributable to machinery, motor cars and parts, electrical apparatus and steel plat 
Imports of a large variety of other consumer goods and industrial materials were also higher. Detaile 
statistics of imports for the June quarter are not yet available. However, the expansion in imports 
stimulated by continuing high economic activity in Canada in all likelihood encompassed a wide spectru 
of commodities, with machinery, automobile parts and other industrial materials again contributing 
substantially to the overall increase. 


Average prices of Canadian commodities entering export channels have not changed measurably 

during the past two years. Prices were on the average less than 1 per cent higher in the first half 0! 
1964 over the same period of 1963. However, for some time increases in average import prices have bee 
considerably higher, with a few primary commodities mainly responsible. | 
| 


Rise in Deficit from Travel 


The deficit of $302 million arising from non-merchandise transactions in the second quarter 0 

1964 was well over 8 per cent wider than that of $278 million one year before, in an extension of over 
the-year increases evident over the preceding | 

several quarters. Larger net payments on trave 


Interest and Dividends: Payments accounted for almost all of the deterioration, | 
as small increments to the deficits on interest) 
Partod oral Trrevece Divieende and dividends and freight and shipping were } 
offset by an enhanced value of gold production 
millions of dollars together with smaller official contributions an 
a slight reduction in the deficit on other 
1961 770 259 511 current transactions. A much sharper rise in | 
1962 794 284 510 travel payments abroad from $158 million to $1& 
1963 869 324 545 million than in receipts from $132 million to 
$138 million almost doubled the deficit from $2 
1962 1EIE %0) P22 76 136 million to $49 million. The worsening in the 
III Q 168 63 105 travel account balance occurred about evenly ir 
IV Q 235 79 154 Canada's transactions with the United States ar 
with overseas countries. An addition of $7 
1963 IQ 200 70 130 million to the deficit on interest and dividenc 
II Q 198 90 108 of $144 million in the second quarter of 1963 
III Q 184 70 114 was derived from a rise in payments from $198 — 
IV Q 287 94 193 million to $203 million, together with a declir 
in receipts from $54 million to $52 million. | 
1964 TQ 231 78 153 Reduced payments of dividends on both direct at 
II Q 203 95 108 portfolio investments, offset by increased net 


: ; profits of unincorporated branches in Canada, 
maintained the totals paid at $108 million in the second quarters of the two years. Net payments of 
interest and dividends represented one-half of the total deficit on "invisibles" in the most recent 


| 
| 
| 
| 
| 
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Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1963 and 1964, and Changes Between the Periods 


1963 1964 Change 1963 1964 Change 


millions of dollars 


Second quarter All countries United States 
Merchandise exports (adjusted) ............ Pat to 2398 + 421 LEOL2Z Lebeo a oan gS) 
Merchandise imports (adjusted) ............ 7 O2 2,070 + 368 LL 59 a ey + 265 
Mabance on merchandise trade ........s.6s.s% + 74 + 127 + 53 - 147 - 296 - 149 
SEIS ICUTECENGELECELDUS 2. ... 00s cc sce es see Sy1L,5) 5) 515) + 40 $)5)5; 369 + 14 
MPEMCUETENE PAYMENTS 2.2.66. s ees veces wees 7193 857 + 64 554 594 + 40 
Balance on non-merchandise transactions ... - 278 - 302 = 924 - 199 e225 - 26 
MME MEMEO CE MES Mroye, hele’) shar e's, 1 «eho 6 atele cote eevee « whe MeN begs Dye + 461 IL SO, 1,497 + 130 
MIU ICTIU OI Stale iis vies os ce eee ee he ee os 25495 Di QVILTl + 432 rales 2,018 + 305 
G@mecent account ballance .. 0.0... s esc wes ee ele - 204 aoe eB) cm 228, - 346 =i 521i eS 

January to June 
Merchandise exports (adjusted) ............ BeZo2 SoS VAl| + 665 1,901 2,080 + 179 
Merchandise imports (adjusted) ............ Shere 3) (Heil + 653 Palais} ZOOS + 468 
Bamance on merchandise trade .........e.0-- + 148 + 160 ae UL - 288 - 577 - 289 
MeImCUIEGent LTECELPES sos. cc sce ce ccc ees 903 985 + 82 621 652 se ell 
Oumer current payments ... 2... sce eee cee e ee Ikepsi0)s' 1,663 + 160 LOS AS + 113 
Balance on non-merchandise transactions ... = {010 - 678 - 78 - 411 - 493 - 82 
CASO SM. filo ch vw sce sbeewcwcs esses se 4,165 4,912 + 747 DOP Pht 3\72 + 210 
RES IBE TELS. cual e wiles 4 os oo sieiei sos eae cee nes 4,617 5,430 + 813 zai 3,802 + 581 
Gmasenteaccount balance ......cccceessesscs - 452 - 518 - 66 - 699 -1,070 - 371 

Second quarter United Kingdom Other countries 
Merchandise exports (adjusted) ............ 268 324 + 56 496 745 + 249 
Merchandise imports (adjusted) ............ 59 181 + 42 404 465 + 61 
|Balance on merchandise trade .............. + 129 + 143 + 14 + 192 + 280 + 188 
‘Other current PECCTDES odo th con0scnoot o Guoe 68 79 ae JAIL 92 107 lio 
\OmmerecUrrent payments ..........ccsceeeeee 84 94 To 155 169 + 14 
‘Balance on non-merchandise transactions ... - 16 = lS cL 1 - 63 = 62 + 1 
Mumetircceipts fee 336 403 + 67 588 852 + 264 
Meayments oo. ee eee eee 223 275 + 52 559 634 + 75 
fommeemeraccount balance’ .........e0ecsse2ee + 113 + 128 + 15 ae PAS, + 218 + 189 
January to June 
Merchandise exports (adjusted) ..........-- 481 590 Fe atO9 880 Leon re A 
INGmehandise imports (adjusted) .........s6. 242 317 + 75 683 19S + 110 
Bawemce On merchandise trade .............- + 239 + 273 + 34 + 197 + 464 + 267 
Other current receipts ........eceeeeeeeees 123 141 + 18 159 192 + 33 
Seemeierent payments ...........se+essee: 175 206 + 31 296 mI a 
Balance on non-merchandise transactions ... - 52 - 65 = 13 - 137 - 120 er 
ULES ss cls ces x cli widle sd ov ee oes 604 731 +1127 1,039 1,449 + 410 
a 417 523 + 106 979 1,105 + 126 
uemevaccount balance .........022sse000: + 187 + 208 + 21 + 60 + 344 + 284 


period under review, as compared with nearly 52 per cent in the second quarter of 1963. In the latter 
period, travel deficit accounted for more than 9 per cent and net payments on "miscellaneous current 
transactions" well over 43 per cent of the deficit on non-merchandise transactions. In the June 
quarter of 1964, the corresponding shares were more than 16 per cent and nearly 39 per cent. 


Transactions by Area | 
| 


Geographically, the improvement in the current balance between the two quarters occurred in 
Canada's transactions with overseas countries. A rise in the overseas surplus of almost two-and-a-half | 
times -- from $142 million to $346 million -- was offset by an increase of about 50 per cent in the | 
deficit with the United States from $346 million to $521 million. Within the overseas area, most of 
the improvement in export balances arose from the exceptionally large sales of wheat to Eastern Europe, | 
although there were fairly widespread gains in exports to other countries as well. 


Total receipts on transactions in current goods and services with the United States rose more 
than 9 per cent from $1,367 million to $1,497 million in the second quarter of 1964, The relative / 
increase in total payments to the United States was nearly twice as great from $1,713 million to $2,018) 
million over the same period. Roughly 85 per cent of the $175 million addition to the deficit was 
attributable to merchandise trade. Exports increased from $1,012 million to $1,128 million, while 
estimated imports were up some $265 million to $1,424 million. In addition to the change from a small | 
surplus to a deficit on travel account, alluded to elsewhere, larger net freight and shipping payments | 
contributed to the widening in the deficit on non-merchandise transactions with the United States, as 


did most other components. 


In transactions with the United Kingdom, total receipts advanced from $336 million to $403 
million, while total payments increased from $223 million to some $275 million. The larger export } 
balance accounted for most of the improvement in the current account balance with the United Kingdom, | 
Likewise with other overseas countries, a three-fold expansion in the export balance contributed almost) 
all of the improvement of $189 million in the current account surplus with those countries. As already! 
noted, wheat on account of Eastern European countries was the largest element in the increase. | 


Current Account transactions in the Finst Hakka Year } 


Canada's current account deficit of $518 million for the first six months of the year was $66 
million or more than 14 per cent above that in the same period of 1963, on account of the much higher 
first quarter imbalance in 1964. The deficit with the United States widened some 50 per cent from $699 
million to $1,070 million, while the surplus with overseas countries more than doubled from $247 millio! 
to $552 million in the first half of 1964, This change in the bilateral distribution of the current 
account balance was similar to that in the second quarter of the year. Merchandise trade accounted for. 
all of the half-year improvement in the surplus on current transactions with overseas areas and some- 
thing over three-fourths of the widening in the deficit with the United States. 


Both exports and imports grew more than 20 per cent between the first two quarters of 1963 and | 
1964. Exports rose from $3,262 million to $3,927 million, and imports from $3,114 million to an 
estimated total of $3,767 million. Almost one-third, or close to $220 million, of the $665 million 
increase in merchandise exports originated from wheat and flour shipments. The increase due to these 
two commodities on Russian account approximated $235 million. In addition, exports of wheat to other | 
countries in Eastern Europe were some $25 million higher in 1964. The value of clearances of wheat in 
the half year to other OECD countries in Europe were slightly higher; but shipments to Mainland China | 
were lower by about $25 million and those to the Sterling Area countries smaller by nearly the same 
amount. There were many other commodities whose exports advanced substantially between the first half 
years 1963 and 1964. Shipments of iron ores and concentrates rose $45 million; and the advance to the | 
United States was even higher. The increase in the value of aircraft and parts (after allowance for { 
progress payments and deliveries) was in excess of $40 million. Exports of lumber and plywood, news- 
print, wood pulp, semi-fabricated steel and semi-processed non-ferrous metals each increased between 
$30 million and $40 million. Smaller yet sizable gains were seen in exports of such diverse products 
as barley, crude petroleum, asbestos, machinery, railway rolling stock, automobiles and motor vehicle 
parts. Shipments of uranium were down close to $40 million. 


Deficit on Services and Other Non-Merchandise Items 
a EELS NOne vel ecpanglse items: 


Net payments on non-merchandise transactions rose 13 per cent from $600 million in the six 
months of 1963 to $678 million in 1964, which was up slightly over $665 million for the same period in 


1962. The widening in the deficit on "invisibles" was due largely to the imbalance on travel, interest 
and dividend transactions becoming decidedly more unfavourable, travel by $52 million and the latter 
group by $22 million. As was the 

case with the aggregate non-merchand- 


Major Items in the Balance on ise deficit, net payments on these 
Non-Merchandise Transactions two items were lower in the first 
half of 1963 than in the same period 
Raver sie months of the contiguous years. Changes in 
Change the balances on other items between 


1961 1962 1963 1964 1964 the half years 1963 and 1964 were 
moderate and offsetting. 
millions of dollars 


Nearly three-fourths of the 


Gold production available $52 million deterioration in the 
BEG XPOL Cees. oe Pree er ete ers OP OE 7964+: 74 mia travel balance occurred vis-a-vis 
RE ee Pe OE Ske fare SH1LS5P =~ P95 - (S93 145 - 52 the United States, the deficit 
Interest and dividends ... - 283 = 315 - 302 - 324 - 22 bounding back to $71 million from 
Peeeent and shipping .... -9 36 = 43 - 32 = .27 5 the unusually low level of $33 
Inheritances and migrants' million in the first half of 1963. 
SRURCISME MOTs sfotenel close: srete suehe « eee) teens Loree “13 ap OP Receipts from United States tra- 
Geer contributions). =" 21° =" 2b = 32 - 27 ee vellers in. Canada rose over 7 per 
All other current transac- cent to $171 million, but expendi- 
SEMESUPT Fer nere hes ees ee oe GO A= £209" *= 205 “9216 =~}1 tures in the United States by 
Balance on non-merchandise Canadians expanded 26 per cent from 
Bemsaccions 6. e ae. . #-%= 623 == "665" = 600) = 678 - 78 $192 million to $242 million. Re- 


ceipts from overseas visitors, which 
were relatively stable for the first 
two quarters of 1961, 1962 and 1963, 
rose appreciably in 1964. Payments 
Travel Expenditures abroad by Canadians, however, have 
grown more relatively from much 


; a : 
penser ntnc higher levels within the past year 


Change 
in 1964 An increase of $36 million 
dee igs es eee in payments of interest and dividends, 
millions of dollars offset by a rise of $14 million in 
receipts, caused the deficit to widen 
United States: by $22 million. Of the $36 million 
| @umectpts™. ....... bate 120 150 159 7 YT + 12 addition to payments, higher interest 
Bayments’ ...... ata ae 222 230 192 242 50 accounted for $13 million and dividend 
AOS 5%. 8. Aaa ae MO? Stat? BOS 93" == 71 - 38 payments were up $23 million. A large 
| proportion of the latter increase 
Overseas: represented enhanced remittances of 
BONES, 8 ws 22 23 23 26 + 3 dividends by subsidiaries in Canada to 
MOMITMCS Sy)... ae ae ces 75 78 83 100 ae alk their parents in the United States in 
MICS 5 ce eee sore Ss a DD eee HO = 7s - 14 the first quarter of 1964. 
All countries: In a percentage breakdown of 
| Geceipts’..... PA 142 173 182 197 + 15 the total deficit on “invisibles", 
Er 297 308 215 342 + 67 the pattern for the first half of 
| Meeence 0... Bharata Seo = ~PIG SP! GSM LAS = 52 1964 was more similar to that of the 


same period in 1962 than 1963. In 

1962 and 1964, net payments on 

interest and dividends represented 
vetween 47 and 48 per cent of the total, but over 50 per cent in 1963. Net travel payments accounted 
:or more than 15 per cent of the non-merchandise deficit in the first two quarters of 1963," as con= 
“tasted with over 20 per cent in the contiguous years. Changes respecting the other service items were 
nodest, 


‘ransactions by Areas 


An estimated increase of 18 per cent in Canada's total payments to the United States for current 
joods and services from $3,221 million to $3,802 million in the six months of 1964 far outweighed the 
‘ain of 8 per cent in aggregate receipts from $2,522 million to $2,732 million. In consequence, the 
leficit expanded more than 50 per cent to $1,070 million. As referred to before, over three-fourths of 


this change originated in merchandise trade, with imports recording a gain of approximately 20 per cent 
from $2,189 million to $2,657 million and exports rising from $1,901 million to $2,080 million, or some, 
9 per cent, Similarly in non-merchandise transactions, the increase in payments from $1,032 million to| 
$1,145 million was relatively more than double the advance in receipts from $621 million to $652 millior 
Nine-tenths of the widening in the non-merchandise deficit with the United States pertained to larger 
net payments on travel, interest, dividends, freight and shipping. 


Quarterly Current Account Balances An over-the-year comparison of the 
quarterly current account balances with 
the United Kingdom has been consistently 
favourable since the second quarter of 
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millions of dollars 1962. Between the first six months of i 
1963 and 1964, a larger absolute gain in 
United States: total receipts from $604 million to $731 | 
1961 = 433 .-:435 -- 151 -367 - 1,386 million than in total payments from $417 — 
1962 - 342 - 426 - 75 - 279 oy Ih Ahys72 million to $523 million raised the surplus 
1963 - 353 - 346 - 66 = 418 = 1,183 11 per cent to $208 million. All of this © 
1964 - 549 = 521 improvement took place in merchandise 
trade, as the deficit on service transac- 
United Kingdom: tions widened moderately. The increase in 
1961 GSO: Ge ae ge Sr Pers merchandise exports from $481 million to | 
1962 + 9 + 50 + 53 +106 +. 218 $590 million exceeded by $34 million that : 
1963 tei ck LIS .93 + 120 + 400 in imports from $242 million to an esti- 
1964 + 80 + 128 mated total of $317 million. 
Other Countries: Well over 90 per cent of the 
1961 ap MP oe Sf ce TAY se I te BLY sizable expansion of $284 million in 
1962 mae Oe 22) EEE Or EE 30 Canada's current account surplus with 
1963 tas ete Glomus tt A eS 7.) Sr E226 other overseas countries was derived from 
1964 ae WAX cp Pigs: countries other than those in the Sterling 


area or in the OECD group in Europe. With 

the Rest of the Sterling Area countries, 

the surplus for the six months increased 
moderately, while the deficit with the other OECD countries in Europe widened slightly. A substantial | 
gain in the export balance represented the bulk of the improvement in the current account surplus with 
“other countries"; and higher clearances of wheat and flour to the Soviet bloc countries in Europe, 
amounting to more than $240 million, accounted for over 90 per cent of the swelling in the merchandise 
trade surplus. In addition, exports were higher in the half year to Cuba and Japan, by well over $25 
million to each of the two countries, and to a much lesser extent to Latin American countries such as | 
Mexico and Venezuela. Nearly two-thirds of the rise to Cuba arose from higher shipments of wheat and 
flour, referred to before. A range of commodities was encompassed in the export gain to Japan, 
including newsprint, pulp, coal, asbestos, metal materials, fertilizers and card-punch machines. 
Locomotives and railway rails accounted for the gain in exports to Mexico, while automobiles and semi- | 
fabricated steel were featured in higher exports to Venezuela. Shipments of wheat to Mainland China 
declined markedly from the high level of the first half of 1963. 


The statement giving the geographical distribution of Canada's current account balance and 
capital movements in long-term forms (referred to by some as the "basic" balance) shows that in the 
second quarter Canada incurred a deficit of $521 million on current account with the United States and | 
received $234 million net of capital in long-term forms from that country. The remainder of $287 
million to be financed from other sources, although very large, was some $200 million smaller than in 
the first quarter. (If the production of new gold available for export, which is conventionally attri- 
buted to the United States, is abstracted, the balance in the second quarter exceeds $325 million.) 
Capital inflows from the United States in short-term forms appear to have been of the same general 
order of magnitude, and Canadian transactions appear on balance to have had relatively little net 
effect on the United States balance of payments. This was in contrast to the first quarter when they 
contributed substantially to its strengthening, both through reductions in Canada's private and 


gee aas exchange holdings in that country and through the use there of Canadian earnings elsewhere in / 
the world. 


With the United Kingdom and other overseas countries Canada earned a current account surplus 
of $346 million. Capital outflows in long-term forms to these countries aggregated $68 million in the 


quarter leaving a surplus from these types of transactions of $278 million. There were also large 
capital outflows to these countries in short-term forms. 


Area Distribution of Current Account Balance and Capital Movements in Long-Term Forms 


Current Capital Total of foregoing 
Total of 
Area and period account sels eas foregoing items excluding gold 
balance(1) in long-term items production available 
forms for export 


millions of dollars 


United States: 


1961 Year - 1,386 931 - 455 - 617 
1962 iy e01122 668 - 454 - 609 
1963 y - 1,183 839 - 344 - 498 
1963 First Quarter = 43353 390 a7 2 spd 
Second i - 346 YD - 74 ae ie 2 
Third " = 66 it 45 9 
Fourth " al 418 66 - 352 - 391 
1964 First " - 549 62 - 487 - 520 
Second " -som52i 234 - 287 - 328 


: United Kingdom and other 
| overseas countries: 


1961 Year 404 o B24 383 383 
1962 : 248 - 248 248 
| 1963 : 626 =9226 400 4.00 
| 1963 First Quarter 105 - 15 90 90 
Second Ju 142 - 63 79 79 
Third " 82 = 40 4 4 
Fourth " 297 - 70 027 a7 

1964 First " 206 =) a.67 139 139 
Second JU 346 - 68 278 278 


(1) Including gold production available for export. 


| Capital Movements 


1962 1963 1964 
Summary (EELS tie A a a al 
Le Or Erie IV Q 1EG, 1G. Ole. TIER (0) IV Q 1B (0, 18 Baul, 
millions of dollars 
| Capital movements in long-term forms ... - 20 + 214 + 460 + 375 + 209 + 33 - 4 - 5 Gp alleys 
Capital movements in short-term forms(1) - 244 +516 +145 - 61 + 106 - 108 + 153 + 306 + 76 
Balance on goods and services ...... ns (in banS70! t= 044 Gi b272x=0248 «24204. S116" =nk2in “st 34eF ais 


ES 


Change in official holdings of gold, 
foreign exchange, and net Inter- 
national Monetary Fund position, less 
special international financial assist- 
ance ae 634! (+.1686) 4478) F966e24111 = 59) 8284 Pa 7 


(1) Excluding items in final line. 


The flow of capital in long-term forms, which was on balance slightly outwards from Canada in 
the final quarter of 1963 and the first quarter of 1964, moved inwards in the second quarter. The net 
inflow of $166 million was of the same order of magnitude as the current account deficit in the period. 


=. ies 
Capital Inflows in Long-Term Forms About $35 million of the change from the first 
quarter reflected increased net inflows of a direct 
Adjusted to investment nature, $126 million covered increased 
‘ Actual reflect timing receipts from security transactions, and $10 
eee Inf low of security million originated from other flows in long-term 
contracts forms. 
millions of dollars 
A part of the inflow reflected deliveries 
1962 Year + 668 eee of new issues of Canadian bonds and debentures 
arranged earlier and if the series is adjusted to 
i963" + 613 + 427 reflect the timing of contracts the net inflow in 


long-term forms in the quarter would have been 
$127 million and in the half-year $73 million. In 


1963 First quarter ap HS + 506 the half-year Canada's net purchases of goods and 
Second)! )” + 209 = 23 services aggregated $518 million. 
Phiied . ay OS, - 43 
Pour th: er - 4 = 13 Movements in short-term forms led to a 
capital inflow of $76 million, down sharply from 
1964 First y - 5 - 54 the total of $306 million for the first quarter, 
Second ss + 166 ap L2H On balance most of the change reflected a swing in 


the movement of Canadian-owned bank balances and 

other short-term forms abroad. These holdings were 

reduced by $141 million in the first quarter and 
increased by $112 million in the second, representing capital inflows and outflows respectively of these 
amounts. Money market instruments contributed substantial inflows in each quarter. 


Together these capital movements produced $242 million in the second quarter and $301 million in 
the first. The current account deficits were $175 million and $343 million respectively and Canada's 
official holdings of gold and foreign exchange and net International Monetary Fund position rose by $67 
million in the second quarter, after falling $42 million in the first. 


DIRECT INVESTMENT Net inflows of foreign capital for direct investment in foreign-controlled 
enterprises in Canada rose sharply in the second quarter to $85 million, 
from $65 million in the first quarter. At this level they were larger than for any quarter since 1962, 
although well below the levels prevailing generally for several years earlier. Most of the net move- 
ment came from the United States, with overseas countries contributing less than $15 million. 


Takeover transactions have been occurring in both directions on a significant scale but their 
net effect was about equal in each quarter and they contributed only about one-sixth of the balance of 
inflows for direct investment in Canada in the first half of the year. 


Industrially the largest parts of the net inflow in the second quarter went to manufacturing 
enterprises, and to the petroleum and natural gas industry, which each attracted more than one-third of 
the total. A substantial part of the inflow to manufacturing was directed to takeovers. In the first 
quarter mining attracted close to half the net movement while manufacturing attracted nearly as much, 
practically all for takeovers, Petroleum and natural gas received about a quarter of the net inflow, 
while a reverse takeover involving the repatriation of a large block of shares in a financial institu- 
tion contributed to offsetting outflows. 


Movements of Canadian capital for direct investment abroad involved a net capital export of $25 
million in the second quarter. This compared with $40 million in the first quarter when there were 
unusually large transfers to manufacturing enterprises abroad, particularly in the United Kingdom. In 
the six month period about half of the net outflow for direct investment abroad has been to the United 


Kingdom, while the balance of the movement has been divided about equally between the United States and 
other overseas countries, 


SECURITY TRANSACTIONS The capital inflow from all transactions in bonds and stocks amounted to 
$135 million in the second quarter of 1964. Although easily the highest 

inflow since the middle of 1963 the total is far short of the levels recorded in the three quarters 
prior to July of 1963. In the second quarter of 1964 receipts from non-residents from the sale of new 
issues aggregated $255 million (including deliveries of $71 million contracted earlier but exc luding 
$32 million sold for later delivery). Net sales by Canadians of outstanding Canadian bonds and 
debentures totalled $15 million while net repurchases of outstanding Canadian stocks offset the inflow 
by $8 million, Retirements of foreign-held issues amounted to $91 million. The net inflow of $171 
million from these transactions in Canadian issues was offset to the extent of $36 million by capital 
outflows in connection with the acquisition of foreign securities, which were unusually large. 


ae 


eo 


bila & 
New Issues of Canadian Bonds Sold to ; 
lini tea’ States’ Residents Detail of Transactions in Foreign Securities 
ee 
Period Contracts Deliveries Undelivered(1) 
1963 1964 
millions of dollars Item 
1962 Year 960 677 306 EaOenehe® eURI ae GV sain: ghia 
1963 719 905 120 millions of dollars 
1963 L*e ep 4s) 394 437 Outstanding 
EL O 136 368 205 ISS oo ar By ap - 4 + 19 = 3 Zo 
EL O 16 92 129 
IV Q 42 Suk 120 New issues =o wee WAL © 2h eS -4 - 10 
1964 15. Me, 96 145 iil Retimements 5-6 -r 5) - 5) 4) 2) ae? 
ILI ef, 193 DEyp a2 
(A minus sign indicates an outflow of capital 
(1) At end of period. from Canada). 
OTHER CAPITAL MOVEMENTS IN LONG-TERM FORMS In the second quarter of 1964 there were no loans 


made by the Government of Canada to overseas 
countries, apart from amounts advanced under export credit programmes. Repayments of principal falling 
due in the period amounted to only $2.3 million from Belgium. 


The remaining capital movements in long-term forms in the second quarter produced a net outflow 
of $31 million, moderately smaller than the net outflow of $41 million which occurred in the first 
quarter. On balance over the half-year there was a small inflow from the United States and a small 
outflow to the United Kingdom, while the net outflow was entirely to other overseas countries. These 
totals included net outflows of about $43 million and $30 million respectively arising from loans and 
_ advances under Government programmes related to the financing of Canadian exports. Prominent among 
these transactions were wheat credits to some Sino-Soviet countries and financing of exports of a wide 
' range of capital equipment to developing countries. The other movements amounted to a net inflow of 
$12 million in the second quarter, following a net outflow of about the same size in the first quarter. 


For the most part these figures reflected flows of bank borrowings and insurance funds. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1962 1963 1964 


Transactions with all countries i Maia e ie nas Fo wa a 7 a) i er hoe ae eee i nna 
£ Q II Q IEE) ANE se) iL 1) PISO SETt OCS hve TO EEO 


millions of dollars 


Subscriptions to international 


| Weavestment agencies(1) .......... - sab Jka, 8 - = SASS = c 
Long-term capital transactions, 
eo ska a ns 6 0.0, mv te ce ee ple m2 135 23 i 3ye="30) “bel Oo. tel eae: 


Bank balances and other short-term 
funds abroad (excluding official 


MEE VCE) we cco ain See OE 41 =- 208 242 18 OZ a= Od, m3, 25 141 - 112 
Canadian commercial paper ......... ) (- 39 LS = galk LZ ai i= 
Canadian finance paper ...... eas ate an) 28 x 36 69 ( 2 eee I 12 32 67 83 
canadian finance company obliga-  ) ( ; 

Meee oe, fk ce ce oe 5 Bye eae ) (- 4 26 ‘5 a2 29 34 
ME@mether transactions(2) ......... - 94 - 72 284 30 55 129 7 42 19 88 

mur item D 17) ....0%. etetslatetehete = 330i 4d > 578 116 - 38 50" = 135 141 242 43 


\1) International Bank for Reconstruction and Development, International Development Association, and 

q International Finance Corporation. 

.2) Includes changes in loans and accounts receivable and payable, and also balancing item repre- 
Senting difference between direct measurements of current and capital accounts. 
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CAPITAL MOVEMENTS IN SHORT-TERM FORMS Canadian dollar holdings of foreigners taking the form 
of deposits, Government of Canada demand liabilities and 

treasury bills, rose on balance by $2 million in the second quarter. This small increase followed a 
similar movement of $23 million in the first quarter. Deposit liabilities fell by $9 million in con- 
trast to the increase of $19 million which occurred in the first quarter; it has been indicated that a 
drawing in the first quarter by Italy from the International Monetary Fund of Canadian dollars equiva- 
lent to $20 million in United States funds was converted into foreign currency in April. These transa- — 
ctions contributed to the quarterly changes. Demand liabilities of the Government, which remained 
unchanged in the first quarter, were reduced by $3 million in the second. Against these outflows were 
inflows from increased holdings by non-residents of treasury bills. These holdings totalled $39 million © 
at the beginning of the year, rising by $4 million in the first quarter and $14 million in the second 


toma totalmotus 7 amLl ton. 


} 

The largest group of capital movements shown separately in the supplementary statement covering 

"Other Capital Movements" was again the net change in bank balances and other short-term funds abroad | 
(excluding official reserves). These holdings had been reduced in the first quarter from the record 

year-end total of about $1.3 billion at the end of 1963. The resulting inflow of $141 million in the | 

first quarter was reversed to the extent of $112 million by an outflow in the second quarter which | 

added to these short-term holdings. 


Among capital flows of a money market character, reference has already been made to a modest | 
increase in holdings of Canadian treasury bills by non-residents in the second quarter. Holdings of 
Canadian commercial paper, on the other hand, were reduced and there was a net capital outflow from 
these transactions of $19 million in contrast to the inflow of $27 million recorded in the first | 
quarter. Sizeable and increased inflows were involved in the operations of finance companies. Finance 
paper outstanding in the hands of non-residents is estimated to have increased by $83 million, while 
other finance company obligations to non-residents apart from publicly offered long-term issues rose by 
a further $34 million. These operations of finance companies have brought into Canada during the first 
half of 1964 well over $200 million of foreign capital. 


All other capital movements gave rise to a capital inflow of $88 million in the second quarter, | 
following an inflow of $19 million in the first. Repayments of bank loans accounted for most of the 1 
net inflow in the second quarter. 

t 


Official Holdings of Gold and Foreign Exchange 


Canada's external reserves rose in the second quarter of 1964. The increase in official | 
holdings of gold and United States dollars amounted to $74 million in Canadian funds, while corresponding 
holdings of sterling fell by $12 million. Canada's net International Monetary Fund position improved 
by $5 million as the result of a drawing in Canadian funds by another country. 


Official holdings of gold and 
United States Dollar in Canada United States funds, expressed in terms | 
of United States dollars, amounted to 


$2,534 million at mid-year. Canada's 


Noon 


Period High Low Close net IMF position, - the cumulative 
average | 
measure of net resources provided by 
Canadian cents Canada to the Fund - was at the same | 
time equivalent to $25 million in United | 
1963 if @) 107.94 107259 IOZ fehl 107.76 States dollars. Canada's present quota 
EL%Q LO7 397 107559 IN O)7/ til 107.74 in the Fund is $550 million and Canada 
LET Q 10357 107.63 107.78 108.08 is obligated in due course to reduce 
EV=Q 108.09 MOVE MZ 108.06 WO) stoi the Fund's holdings of Canadian dollars — 
from their present level of $535 million 
1964 Beg 108.09 107.94 108.06 108.02 to 75 per cent of the quota. This would 
Ir Q 108225 71038503" 108.313 108.09 involve a further amount of somewhat 


more than $112 million which would 

restore Canada's net International 
: Monetary Fund position to $137.5 million — 
in terms of United States funds. 


on ARE 


Official Holdings of Gold and United States Dollars and Related Items 


ee rn eee Sele ee 
Official holdings of sas stig : Se special Total 
End of period gold and United Sees nternational of 
Seatae doltiare Monetary Fund financial foregoing 
osition assistance items 


millions of United States dollars 


1963 RO POO 2 - 138 - Pps yes 
LII Q 2,568 - 58 3 2,510 

IV Q 22595 - 58 - Zot 

1964 I Q 2,466 20 - 2,486 
II Q 2,534 25 2 2,559 

April 2,481 20 - Ze, OH 

May 2,509 20 ~ 2,529 

June 2,534 25 - 2,559 


International Monetary Fund: Canada's Position 


Selected transactions End of period 
Net drawings Net drawings Sales of ; 
of foreign (-) of Canadian Canadian Yeas poets ee 
currencies dollars by dollars to © ame g cle 


by Canada other countries IMF for gold dollars(1) position(2) position(3) 


millions of United States dollars 


1947-1961 - =-- 100 Zo 338 762 212 
1962 300 50 = 688 412 = 138 
1963 Zit Q - &0 - - 608 492 a: 38 
1964 IQ <9 59 = 20 = 530 570 20 
LEQ - - 5 = 525 DIS 25 


| (1) Apart from the transactions shown, these holdings reflect mainly Canada's quota payments made in 


Canadian dollars. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, there have also been adjustment payments between the IMF and Canada in Canadian 
dollars, arising from changes in the exchange rate, which are not reflected because the series are 
shown in United States dollar equivalents. 

(2) This "total tranche position" is a measure of Canada's drawing potential, i.e. the amount Canada 
could draw without raising the IMF's holdings of Canadian dollars beyond 200 per cent of quota. 

(3) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. 


NOTE 


"The Canadian Balance of International Payments, 1961 and 1962 
and International Investment Position" (D.B.S. Catalogue No. 
67-201) is now available. Orders, together with remittance 
of $1.00 in the form of cheque or money order, made payable 
to the Receiver General of Canada, may be sent to the Publi- 
cations Distribution Unit, Financial Control Section, 
Dominion Bureau of Statistics, or to the Queen's Printer, 
Ottawa, Canada. (Data for 1962 and 1963 appearing in this 
quarterly publication contain revisions) 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1964 are preliminary and d 


ata for 1963are Subject to revision 


| 1962 1963 
ee eee 
gee Ler IV I 
No. - 
| millions of dollars 
A Current receipts: 
1 | Merchandise exports (adjusted) o.........coesccetennsronitecssetes 1,624 15632 1,724 1,486 
3 | Goldsproductionravallables for exporter. ssseuesqenere at eeseeienaess 40 38 36 41 
4 lf) PRERAVe IMEX Den IGUT eS awe reece wes ears scste ee ane ceat nn emece eae sere eter 127 ag% a2 50 
5 iy PInteresteandydivicend Sveeeye aoe fence nen eee renee 49 41 83 42 
6 | Preieht, andushippin ge: can. sacra ce. s a oieecoe me eva eee raed nae care ee 13:2 136 135 ily 
7 Inhenitances And lM MiSrAntSMenuNGS epee spect ener near 3a 42 aut aH 
fl ‘Alluothercunrentmeceipt seen esse see ae eeen n eee vie | 118 114 Lil 
12 Total currentareceiptssyes.<.cecee ten see ee Hah A TARTS gy tics 1,874 
B Current payments: 
1 Merchandise imports) (Ad JUSteG)eemee ss ee eee eraser 1,664 eo 9 iL Key 1eacete? 
4 rave lexpendicunes: eee tae een eee) Seem 182 Wey? 100 Liy 
5 OME NMOL NNIOLEOIS, J eae wile ene WW 168 233 200 
6 INC LETMEAN GUS pile ees eye eee ee 154 160 154 128 
7 leinheritancessandsemicrants, fundchee 4.5 ae ae ee 40 49 D2 38 
Gere Ot cidl, contribMtiOns 66.25. tnot tency ee ere ae 14 6 9 15 
11 evAllincther current paymentouicss eee eee aes 218 204 BNE Zhe 
12>. | Total) current Payments’. ..2¢.cdecccccncsecvencveceeserteeeeeeseeees ess 2,484 2,343 2,342 2ybaw 
| Balance on merchandise trade 2/06 v.ccccccseccecceetersceecee - 40 a eS. + 142 + 78 
| Balance on other transactions, excluding BQ .......cccccc-c0. = 353,16 - 111 - 260 - 307 
OfficialecontmbUllOnss: awe teen eee eee =ee 4 - 6 - 9 = FS 
Cc Ginrenteaccountsbalance. += ee ee ~~ 370 - 44 “Tikes - 248 
| 
D | canital account: 
| Direct investment: 
1 DInectsinvestorentiniG ana aye eee ee ne ee eee + 81 + 118 mie NI + 67 
2 DMNA Tah eS NAeh ONG BN OMOBIC eh se seecerocanomacte: spcubeb cose =a— 22 See - 39 22 
Canadian securities: 
Bra Trade in outstanding bonds and debentures...................... + 4 + 39 + 24 + 23 
Stila Trade in outstanding common and preference stocks ...... - 45 - 26 = 8 32 - 56 
4 Newtissiies: eat art teen. Soe, + 197 88 + 387 + 408 
5 REbIreMmentiSt.s:. ketene aH co ee ae ee eh la eo eM - 74 = 1453 - 120 - 52 
6,7,8 FOLClSnASOGUnible Sipe: a ere eee ee Cote rl rate ae Senet ='' 933 - 5 - 2 te 4 
Loans by Government of Canada: 
oF iy DiawihtSts. Oi Ges a. Se ee eee ee - - 7 - - 
10 RePayMentSiseanate eatin ae ee een eee a + 68 + 51 - 
Change in Canadian dollar holdings of foreigners: 
14a DEW OSHESe este terres Na ast PRN Ee ar nt che Berea i fn = 2 = 47 ce ee - 29 
14b | Government of Canada demand liabilities 0.0... - 2 + 4 ~ 3 - 
14c | SANAMIANOLCaAStInVaD TL Semen eee Mens ce eT + 50 - 3 - 61 7 9 
17 Orhermcanitalemovententse cme een ne ne - 415 + 578 + 116 - 38 
E Net capital movement, exclusive of change in official hold- 
| ings of gold and forefen exchange oc. sa.-n.--csemmeeeee - 264 + 730 + 605 + 31% 
| 
H | Official holdings of gold and foreign exchange: 
1 Changeun holdings unpeeled. + 114 + 686 + 101 + OD 
2 | Net International Monetary Fund position .................... - 367 - = = 
3 | Other special international financial assistance ............. - 381 - + aoe a 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 


A 
B 


A 11) This item includes government transac 


1) the annual reports on ‘‘The Canadian Balance of International Payments’’, 


B 11) insurance transactions, and business services. 


tions n.o.p., personal and institutional] remittances, miscellaneous income, 


} 


a) = 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1964 are preliminary and data for 1963 are subject to revision 


1963 1964 Annual totals Four quarters 
<_<... = ge See 2 en ee ended 
ts 1A Ly, it UAL 1961 1962 1963 June 30, 1964 | No 
millions of dollars | 
A 
£3776 1,806 2,014 1730 ZL WET 5,889 6,380 TROS2 Tat 1 
38 36 39 33 41 162 15> 154 149 3 
V2 325 102 a9 138 482 562 609 624 4 
54 42 85 58 52 209 202 WIS 237 5 
140 146 iesy/A 13'5 166 486 509 560 604 6 
38 48 36 Sil 42 103 124 149 1507 7 
113 113 112 114 116 403 451 449 455 rT 
Doo. 2.16 2,545 2,160 Pog SP We 8,383 9,226 9,973 12 
B 
e702 11655 OL O 1697 2070 55716 6,203 6,579 he2 32. 1 
158 207 107 155 187 642 605 589 656 4 
198 184 287 231 203 770 794 869 905 5 
161 7. 175 140 188 568 595 641 680 6 
42 49 59 40 46 174 Hs 182 188 7 
17 iS 14 12 WS 56 36 61 56 9 
Dili 21S 220 228 218 790 849 862 879 11 
2,495 2,500 2,666 21503 2,927 8,716 OR 25i 9,783 10,596 12 
7 74 ae itSal + 204 ap Se a LY + iz} ae Bk g/7/ ar B05! ce BLS, 
- 261 - 120 cela Ua - 364 - 287 = 1,099 =m OMS - 999 - 1,082 
= aly ee i) - 14 - 12 Sa) - 56 ~ 36 - 61 - 56 
- 204 + 16 Sant - 343 - 175 - 982 - 874 - 557 = 623 Cc 
D 
0 + 60 + 63 + 65 ap IS SF 520 + 495 + 240 =F 213 1 
- 37 = 21) - 30 - 40 - 25 - 75 - 109 - 110 - 116 2 
oe 27 - 7 - 4 + 4 ar als ae 61 + 64 iw OSS af 8 3a 
- 44 - 27 - 42 - 44 - 8 ot 39 - 116 - 169 - Wat 3b 
+ 394 an Nolo, + 66 ap SY ip /25)5) + 538 + 728 + 968 + 578 4 
- 173 - 40 - 70 - 103 = 91 - 300 - 320 = 33) - 304 5 
a 24 - 3 - 2 - 5 - 36 - 34 - 65 + 23 - 46 6,7,8 
= = = 2 2 ~ - 7 - 10 12 9 
+ 6 - + 19 te | fee Oy No) VERO Posy. 25 + 25 10 
f 38 - 12 + 43 ap Ly - 9 ote 34 - 13 + 40 nF 41 14a 
= 3 = te 4 = - 3 - 2 - 4 a5 1 et iL 14 b 
iy + 18 = 197 + G4 + 14 - 58+ 4 - 27 - 1 14¢ 
50 =r 135 + 141 + 242 + 43 ae Sy a5 243 +) 138 + 291 17 
= 315 - 75 + 149 + 301 + 242 a dba + 1,029 +) 703 ts 617 E 
H 
e ill - 145 + 28 - 127 + 62 ar 229 af J)S}7/ + 60 - 182 1 
= + 86 ~ + 85 + te 61 - 378 + 86 a5 176 2 
Ss a = ss a bs = 4 a = 3 
Notes: D A minus sign indicates an outflow of capital from Canada, 


D 1,2 Exclusive of undistributed profits. 
D 17 This item includes mainly short-term capital movements in the form of changes in international open account 


H 


commercial indebtedness, private and chartered bank holdings of exchange, and loans between private unrelated 
parties. It also includes the balancing item representing unrecorded capital movements and errors and omissions 
throughout the accounts, 


3 A minus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER 1964 


The balance from transactions in goods and services in Canada's account with other countries 
has fluctuated irregularly in 1964 in relation to the previous year. In each of the second and third 
quarters the results this year have been quite favourable compared with the same quarters last year, 
whereas in the first quarter the opposite was the case. In the third quarter there was a surplus of 
$219 million compared with one of $16 million last year. This surplus in 1964 also contrasts with the 
deficits characteristic of the years from 1955 to 1962. Exports have exceeded imports in the ‘third 
quarter in each of the past five years, and this is also the quarter when a concentration in the 
tourist trade to Canada yields a large surplus on travel account. The pronounced rise in exports in 
the quarter continued to be distributed over a wide range of commodities and the rate of increase was 
higher than in the case of imports. 


Summary statement 


ne 


1963 64 
1962 1963 Si zs 
1A 10, iO IV Q 3Een0) iGO) TEAL 10, 


millions of dollars 


Merchandise trade balance .... + IRG/F + 03 Spe fie Geaalsyil —-— 204 et 33 + 149 + 359 
Deficit on non-merchandise 
BEANSACETONS ss feo 0 osteo hee 3 > AGA @sy - 1,060 - 278 = 135 - 325 - 376 - 305 - 140 
Current account balance ...... pee ool E557) 2208 Sy 1D Pegs «| 5 ee 
Capital movements(1) ......... +17,029 9*+ 703 “~"“+ 315 => et TG S01 e203 = 62 
Bon PeSMIEOLMS) Isic es sieve elses « + 668 + 63 + 209 am Shs! - 4 3) Hia dLys Bs SACS), 
+ 361 + 90 + 106 - 108 +4153 + 331 + 100 - 254 


fmenome=term LOLMS 2.6.66. seco 


Change in official exchange 
MEMES) sae lelc 's sites ls Sp ela'ials Ser oo en a6 re eee Oe one et oh ZY sree Oy Oe aoe eam 


(1) Excluding change in official exchange holdings. 

(2) Gold, foreign exchange, and net International Monetary Fund position, less special international 
financial assistance. 

(3) Including net receipts of $54 million under the Columbia River Treaty arrangements. 


/ In the period covering nine months ending in September, the current deficit of $280 million 
compares with $436 million in the corresponding part of 1963. Again the great expansion in the mer- 
chandise surplus is responsible for the change but this surplus remains much less than the deficit from 
non-merchandise transactions over an extended period like the three quarters. While the surplus from 
merchandise trade rose from $299 million to $541 million, the deficit from non-merchandise transactions 
grew from $735 million to $821 million, mainly from increasing payments of interest and dividends on 
foreign investments in Canada and from the reappearance of a deficit on travel account in the longer 
period. 


The rise in exports was widely distributed as to destinations as well as commodities, and 
reflects the strong demands prevailing among Canada's usual external markets as well as special factors 
Such as the sale of large amounts of grain to Communist countries. 


Current Account Transactions in the Third Quarter 


The sharp improvement in the current account surplus between the third quarters of 1963 and 
1964 was ascribable in its entirety to merchandise trade, as net payments on non-merchandise trans- 
actions widened slightly. The trade surplus much more than doubled from $151 million to $359 million, 
and the increase occurred wholly in trade with overseas countries. With the rise in the deficit with 
the United States not quite offsetting the gain in surplus with the United Kingdom, the expansion in 
the Surplus with other overseas countries just about accounted for the overall increase. 


a) = 


The widening in the trade surplus was caused by a gain in exports, which was more than twice 
that in imports. Merchandise exports, adjusted for balance of payments purposes, increased $378 
million, or more than 20 per cent, from $1,806 million to $2,184 million. Much larger shipments of 
wheat, nickel, aluminum, iron ores and other metals and minerals, and aircraft and parts accounted for 
roughly 60 per cent of the addition to total exports. Increased exports were recorded for many other 
commodities including barley, wheat flour, dairy products, newsprint, wood pulp, fertilizers, steel, 
many kinds of machinery, automobiles and parts. Exceptions were exports of uranium and lumber which 
were reduced in the third quarter of 1964. 


Imports rose $170 million or about 10 per cent from $1,655 million in the third quarter of 196 
to $1,825 million in the same period in 1964. The commodity details for imports in the latest quarter 
are not yet available. Steel, machinery, motor vehicles and parts dominated the increase in imports 
for the first six months; but imports of other industrial materials and a variety of consumer goods 
were also larger. With the size of the business investment programme in new construction, machinery 
and equipment and the maintenance of income at high levels, the commodity composition of the rise in 
imports in the September quarter would likely be broadly similar to that of the preceding six months. 


Quarterly Current Account Balances Overall, the deficit on non 
merchandise transactions was enlarge« 

it © iL ©) ieicie iy @ Year moderately from $135 million to $140) 

million in the third quarter of 1964 
The deficit however on interest and | 
dividends increased $15 million, due) 


millions of dollars 
United States: 


ce Petes é a : ne Be sed ee mainly to higher income payments on 
ae oe . : Be : ce j es nae i He direct investment while net payments. 
US Wee Lea Socyae) - 512 - 120 : on freight and shipping services 
ries ota narrowed $10 million on account of | 
United Kingdom: a larger advance in receipts than in 
re yasiat Seba ree +89 9 278 ee 2 7g) | des Deere | 
ate ee ca 2 ig #20 PE a2 EWS Bie eee The deficit on current 
oe de ee os x is ‘i ae 2 ce iba one oh transactions in goods and services | 
with the United States increased | 
Other countries: about 80 per cent from $66 million | 
(OCT a ee ee ee ee a to $120 million. The increase in 
TOGCERE eee ee Ee a 3 Se ee ae 30 total payments to this country of 
ETc > a yp tee Sey Me Oke en a eee ae 12 per cent, from $1,645 million to © 
Top) ee 6 P16 en 18s $1,843 million, exceeded the 9 per 


cent rise in total receipts from 

$1,579 million to $1,723 million in | 
the third quarter of 1964. In 
transactions with the United Kingdom the surplus expanded about two-thirds from $93 million to $155 | 
million. With other overseas countries, a small deficit of $11 million changed into a surplus of $184 
million. This over-the-year improvement was of the same order of magnitude as that which occurred be-' 
tween the second quarters of 1963 and 1964. 


Current Account Transactions in the Nine Months : 
{ 


Between the first three quarters of 1963 and 1964, the improvement in Canada's current accour 
balance with all countries was not as pronounced as that between the two September quarters, as there 
was a widening in the deficit in the first quarter of the year. Bilaterally, the pattern of change 
for the nine months was similar to that for the third quarter. The current account deficit with the © 
United States widened and the surplus with the United Kingdom and other overseas countries increased. | 

The current account deficit narrowed from $436 million to $280 million in the first three | 
quarters of 1964 as a result of a rise of nearly 18 per cent in total receipts from $6,681 million to. 
$7,869 million, which was offset in part by a 14 per cent increase in total payments from $7,117 
million to $8,149 million. This favourable change was based on a sizable gain in the export balance, 
as the deficit on non-merchandise transactions widened, but less substantially. | 


Merchandise exports expanded more than 20 per cent from $5,068 million to $6,111 million, 
while merchandise imports were estimated to have increased nearly 17 per cent from $4,769 million to 
$5,570 million. In conformity with the regular practice, "Trade of Canada" totals have been adjusted 
for use in balance of payments statements. The essence of these adjustments is to obtain a timing of 


; 
M 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1963 and 1964, and Changes Between the Periods 


1963 1964 Change 1963 1964 Change 


millions of dollars 


Third quarter All countries United States 
Merchandise exports (adjusted) ......ecese- 1,806 Padova, ae 378 1,034 1,148 + 114 
Merchandise imports (adjusted) .......... oe Ik O55) Ih tev) cf ILZAO} 1,084 Thy Sil ap key) 
Ealamce on merchandise trade .......<..e00% ap ESL ge SS) ap ONS = 50 - 83 - 33 
PCC MIGOI ta LeCEL PES! '. 215.66 0's cele oe esis eos 710 1608 + 59 545 5S eo) 
Wehner current payments ........04e: G0. ae 6 845 OS) Se 64 Dol 612 ap Sik 
Balance on non-merchandise transactions ... mie LOSE YL OAS 5 - 16 - 37 Peel 
BRE MIMEISCCOM DES! is. cys se ccc vlc es 0 0ls'e's A heicnesd, DING Zeon > 237 S79 ET yA + 144 
BRM VTRCTICE (ous cee tees oc sec ccs ec sees Bic 25500 Bord Bes ae 234 1,645 1,843 + 198 
- Current account paheice Sores Real cdstene svete % “Ee ap BUY) + 203 - 66 - 120 - 54 
January to September 
))Merchandise exports (adjusted) ...........- 5,068 Gy Wik sp io @e:s Dh SJ 8\5) By ORS + 293 
! Merchandise imports (adjusted) ......se.e0- 4,769 De LONE soe OC SyFAdS Sati 3} + 600 
| Barance on merchandise trade ......-.ee+e- ie + 299 se Sy4il Ge 242 = 338 - 645 - 307 
MEMBIOGECUICCINE TECCLDES co.cc cc cece veers ees Tous WSU Ap NAS 5 ios e223 + 62 
Other current DAVMENES stu. «+s Ap cage Axe PE 22B4e 2, Oe eS 13523 1,764 pa lg 
| Balance on non-merchandise Pee cit ona rst - 735 - 821 - 86 ~- 427 = 0 - 109 
| 
| Total receipts ...............-. Oey aaa. tS 6,681 7,869 + 1,188 4,101 4,456 + 355 
eet payments .......- Sopeaeyrae Sieh ARRON ae eles SWAG) ge INO) s\2 4,866 Se OS) + 771 
fuente account balance .......-¢+ssees- spe = 436 = 280." + 156 - 765 = a dl - 416 
i i Oth C tri 
Miyida Suecter United Kingdom er Countries 
Wieecnandise exports (adjusted) ......e.seuee 270 324 + 54 502 YM ZO 
Waumenandise imports (adjusted) .......0..... 136 Tit al 2 435 460 me 95) 
jememence On merchandise trade ......csceeees met Gy Ss po Ko) 0) ts 56 + 67 af 252 + 185 
Pe CUTTeENE LeCeipts ..wenesceve pias ese aliokt anus 70 Sil es 11 95 PES ge lls) 
, Other current payments ..... A NaS SA Risiatanece LIL LOT eet s) 173 181 + S 
Balance on non-merchandise transactions ... - Al =e Sen act 6 - 78 - 68 + 10 
RIES COLD CS 8. 4 i ie a sce 00 ws Ae. Cota OOo 340 405 + 65 597 825 + 228 
| | CER SS oe 6 nooo 247 250. + 3 608 641 + 33 
(Seent account balance .......... Jed O98" OTS De “or 62 id + 184 loo 
| 
| January to September 
}temenandise exports (adjusted) .........ee- FOL C1 Ges) GA163 382 1,969 + S8t 
| Me@ehandise imports (adjusted) ......ecee0. 378 EEO’ 62 1,218 1,257 see ee) 
Balance on merchandise trade ..... be eee ERTS E474 oe) 201 + 264 tz + 448 
Wmeercurrent receipts ......¢cecse. eT... 193 223) + 30 254 307 eS 
} Other current payments ........ Le Sete are ate 286 Be” VEE 36 469 493 aa 
Balance on non-merchandise Seok eee ows ae 0593 Ve NE99 - 6 - 215 - 186 reno 
“Total 0 ee Oe ites O44 T1374 193 1,636 2,276 + 640 
SS re ee 664 762 + 98 1,287 1,750 + 163 
f@eeent account balance .......... BOR odie Fe +9280) + B75. + 95 + 49 a + 477 


large and specific transactions more appropriate for balance of payments than is normally found in the 
This usually involves the recording of receipts or payments at an earlier time and 
Adjustments related to the timing 


trade statistics’. 


Sige « 


their subsequent deletion as they appear in the trade statistics. 
of wheat shipments and differences between progress payments and deliveries of military aircraft were 


the principal items of adjustment to exports. 


These two adjustments represented the bulk of the 


additions to trade totals of $25 million and $35 million in the second and third quarters of 1963 re- 


quarter, followed by a deduction of about $40 million in the third quarter. 


Adjustments to imports 


well over $50 million in the first quarter of 1964, an addition of more than $45 million in the June | 


have been considerably less substantial, except in the first quarter of 1964, when major progress pay- 
ments on defence goods and on commercial aircraft coincided to add more than $40 million to the Trade 


of Canada total of imports. 


Major Items in the Balance on 
Non-Merchandise Transactions. 


Gold production available 
ene ESQOIe Googaooud uu Orne 
IeeRGl! Sines tio nh ONGC OOD oD 6 
Interest and dividends 
Ereignt- and shioping <<. 
Inheritances and migrants' 
EMTS. A Puersifeutotetevepancy el +. 6) ckenenars 
Official contributions 
All other current transac- 
HAVO TNS = fa aiep svete ereeueties oven sree tele 
Balance on non-merchandise 
ERANSactlOnSmre cms eeu. slelensene 


First nine months 


1961 L962 1963 1964 


millions of dollars 


Ti2e HL “115 47109 
= D20. “a> 350 +25) ae 
- 413 - 442 - 444 - 485 
SZ. = 6), = 2 630i ai, 
= 49 = 30° = 16 ts 
=" 360) 27 on a] ee 


- 2/7 = 300) = 205) = 306 


= O20) = J82 = /3) |= 671 


Change 
in 1964 


million in shipments of wheat, 
flour, barley and other cereals 
accounted for more than one- 
third of the export expansion 

of $1,043 million. Exports of i] 
newsprint, wood pulp, lumber and 
plywood were nearly $140 million 
higher, and those of non-ferrous | 
metals over $110 million greater | 
in the first three quarters of Mm 
1964. Shipments of iron ores 
increased more than $60 million | 
and those of steel over $40 
million. The gain in exports 
of motor vehicles and parts ex- | 
ceeded $50 million, machinery | 
more than $40 million, and air- 
craft and parts (adjusted for 
progress payments and deliveries) 
also over $40 million. Less | 
sizable increases were recorded 
in exports of other commodities 


An increase of $365 | 
| 


including fish products, natural gas, petroleum, asbestos, sulphur, railway rolling stock, chemicals, 
fertilizers, Synthetic rubber and plastic materials. 


Deficit on Services and Other Non-Merchandise Items 


In non-merchandise transactions, Canada's deficit with the rest of the world increased $86 


million, or nearly 12 per cent, from $735 million in the three quarters of 1963 to $821 million; but 


Travel Expenditures 


Change 
1961 1962 1969" “Toag’ ” “aoe iee4 
millions of dollars 
United States: 
ROGET PUG, cae tea hiounin 358 429 459 494 #935 
Payments oF ovis. «sis S12 352 23 391 + 68 
Beane Ce nerds ees 14 ao Ty ip JUSS) ap 11(0)3} =33 
Overseas: 
Nece tpt Sil. ules owes is 39 41 48 56 aS 
Payments .......4-. 145 153 159 184 +25 
BAaTante wieetrtel uence 106 - 112 - Lll - 128 - 17 
All countries: 
RECedpes: cosse . a sre. 397 470 507 550 + 43 
AV MOTE Semaiere staherer ccs Sy 505 482 B/S: am )s: 
BaLances .icveuc oie eee - 120 ay) ar AS) - 25 - 50 


First nine months 


the former total was lower than 
for the same period in the pre- | 
ceding three years. The most 
recent total was about the same 
size as that for the nine months) 
of 1961. These fluctuations 
were caused to a large extent 

by sharply changing balances on 
travel account. Larger net 
payments of interest and dividen 
also contributed to the widening 
in the deficit on "invisibles" 
between the three quarters of 
1963 and 1964. 


| 
A surplus of $25 millio. 
on travel in the first nine | 
months of 1963 was transformed 
into a deficit of $25 million by 
an expansion in payments to $575. 
million, more than double the 
| j 


increase in receipts to $550 
million. Two-thirds of the 


deterioration originated from travel transactions with the United States, with the gross expenditures 
on the two-way traffic reaching the highest recorded level for the first three quarters. Residents of 
the United States spent $494 million in Canada in 1964, up $35 million over 1963, while the Canadian 
expenditure on travel in the United States rose $68 million from $323 million to $391 million. Receipts 
from overseas visitors rose $8 million to $56 million, while the travel spending by Canadians overseas 
expanded from $159 million to $184 million. This increase of $25 million, sharpest for a 9-month 

period in recent years, was attributable in part to the introduction in 1964 of reduced air fares 
covering travel time of two to three weeks' duration. More of the widening in the overseas travel 
deficit took place in the June quarter, while all of the deterioration in the balances with the United 
States occurred in the first two quarters. 


Net payments of interest and dividends rose 9 per cent from $444 million to $485 million in 
the first three quarters of 1964. An increase in payments of nearly 11 per cent from $582 million to 
$645 million was in part offset by a smaller gain in receipts from $138 million to $160 million. Most 
of the increment to receipts was in the form of dividends, in particular on direct investment. More 
than 70 per cent of the rise in the payments was ascribable to dividends, which went up from $352 
million to $398 million. The entire increase represented transfers on direct investments, there being 
a small decline of remittances of portfolio investment dividends. Although dividend rates have been 
tending to rise, portfolio holdings by non-residents of Canadian stocks are now smaller than several 

years ago. Interest payments rose $17 million from $230 million to $247 million, reflecting large 

| sales to non-residents particularly in the 
earlier quarters of 1963 of provincial and 
Interest and Dividends: Payments corporation bonds and smaller sales of Govern- 
ment of Canada and municipal bonds. 


Period Lota l Interest Dividends 


There were smaller additions to the 
| millions of dollars non-merchandise deficit on account of 
| migrants' funds and inheritances, official 
1961 770 259 Si contributions and miscellaneous current 
1962 794 284 510 transactions. In the last group, the deficit 
| 1963 869 324 545 on government account recorded an increase of 
some size. The settlement of Canada's share 
| 1962 EEIAQ 168 63 105 of the expenditures on the Korean operations 
| IV Q 233 79 154 and the refitting costs of submarines in the 
: first quarter of the year were in part offset 
1963 10%) 200 70 130 by lower defence outlays in Europe. The value 
Tee (0, 198 90 108 of gold production available for export de- 
EIT Q 184 70 114 clined from $115 million to $109 million. 
LV 287 94 193 
The narrowing in net payments on 
1964 IQ 231 78 153 freight and shipping services from $63 million 
DEQ 210 95 115 to $47 million was the notable offset to the 
fit Q 204 74 130 general increase in the "invisible" deficit. 


In association with the growth in merchandise 
trade, both receipts and payments on freight 
and shipping services rose substantially, but with the receipts gaining more. Inland freight on exports 
of Canadian commodities, ocean freight earnings and expenditures in Canada of foreign ships all contri- 
_ buted to the enlarged receipts. Higher inland freight payments on commodities imported from the United 
_States constituted the largest element in the overall payments increase, but ocean freight payments on 
imports and expenditures abroad by Canadian-operated vessels also rose in the first three quarters of 
1964. 


) 
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In the nine months of 1964, interest and dividends accounted for 59 per cent of the total 

, deficit on service transactions, slightly lower than in the year preceding but well above the average 
of 54 per cent for the first 9-month period in the sixties’ decade. With the turnaround from a surplus 
‘to a net payments position again in the most recent period under review, the deficit on travel account 
represented 3 per cent of the total, as compared with more than 7 per cent average for the first three 
quarters of the year since 1960. Between 1963 and 1964, the proportion of the deficit originating from 
freight and shipping declined from roughly 8 1/2 per cent to 5 1/2 per cent and on miscellaneous current 
transactions from 41 1/2 per cent to over 37 per cent. The latter relative share was however one per- 
centage point above the average for the first three quarters since 1960. 


‘ 


Transactions by Areas 


An increase of 54 per cent in the deficit on current transactions in goods and services with 
the United States from $765 million to $1,181 million in the first nine months of 1964 was outweighed 


—_—_— 
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by a more than 170 per cent gain in the surplus with overseas countries from $329 million to $901 
million. This resulted in reducing the deficit with all countries over one-third from $436 million to 


$280 million. 


Total receipts from the United States increased from $4,101 million to $4,456 million, or 
nearly 9 per cent, while total payments increased almost 16 per cent from $4,866 million to $5,637 
million. Somewhat short of 75 per cent of the addition to the current account deficit originated in 
merchandise trade, with net imports increasing about 90 per cent from $338 million to $645 million in 
the first three quarters of 1964. Merchandise exports to the United States gained 10 per cent from 
$2,935 million to $3,228 million, while merchandise imports increased more than 18 per cent from $3,273) 
million to $3,873 million. Contributing to the expanded exports were commodities such as newsprint, it 
wood pulp, iron ores, petroleum, natural gas, nickel, aluminum, copper, asbestos, steel, machinery, i 
whisky, aircraft and parts. : 


In non-merchandise transactions with the United States, the 9-month deficit widened more than 
25 per cent from $427 million to $536 million. All of the items contributed to this increase; and | 
references have been made earlier to changes involving the value of gold production available for ex- 
port, travel expenditures, interest and dividends. In contrast to the improvement in the freight and 
shipping balance with all countries, Canada's deficit with the United States widened on account of a 
larger rise in payments of inland freight on imports than receipts on exports of Canadian commodities. 


Total receipts from the United Kingdom gained more than 20 per cent from $944 million to 
$1,137 million, while total payments rose from $664 million to $762 million, or roughly 15 per cent. 
The improvement in the current account balance from $280 million to $375 million was derived entirely 
from an expansion of 27 per cent in the export balance from $373 million to $474 million. Many metals, 
including aluminum, copper, nickel, iron ores and zinc, were featured among commodities whose shipments 
increased in the first three quarters of 1964. Exports of flaxseed, barley, tobacco, lumber, plywood, 
wood pulp, newsprint, synthetic rubber and plastics were also higher. 


A small rise in the deficit on non=-merchandise transactions from $93 million to $99 million 
was attributable to increases in net payments on travel and government accounts. Rises in travel ex- 
penditures by Canadians in the United Kingdom were larger than in receipts, and the coincidence in the 
first quarter of payments of defence costs past and present was referred to elsewhere. As a counter- 
balance, the surplus on freight and shipping services widened because of smaller increases in payments 
than in receipts of both ocean and inland freight earnings on merchandise exports and greater expendi- 
tures in Canada by vessels of the United Kingdom. | 


Total receipts on current transactions with other countries gained nearly 40 per cent to $2,27 
million, as compared with a 10 per cent increase in total payments to $1,750 million. In consequence, 
the current account surplus rose to $526 million for the first three quarters of 1964, approximately 
1l times larger than $49 million for the same period of 1963. Over 85 per cent of the massive expansio'| 
of $477 million was estimated to have originated in transactions with countries outside the OECD group © 
and the Rest of the Sterling Area. The latter group accounted for roughly 12 per cent of the gain in 
the surplus, 

| 

Merchandise trade virtually accounted for all of the overall improvement for the entire group | 
of other countries, with exports increasing more than 42 per cent to $1,969 million and imports rising 
about 12 per cent to $1,257 million. Shipments of wheat and flour on Russian account, which were com- 
pleted in the third quarter, represented about one-half of the total increase of $587 million in 
merchandise exports. Movements of wheat to other countries in Eastern Europe were also more than $50 
million higher in the first nine months of 1964; and increased shipments of wheat and barley to Main- 
land China amounted to more than $20 million. 


Canada's current account balance together with capital movements in long-term forms (described 
by some as the "basic" balance) produced $411 million in the third quarter. This balance was unusually 
high due to the coincidence of relatively large capital inflows in long-term forms and a greatly en- 
larged current account surplus. The total exceeded by $5 million the net payments on these accounts in 
the first half of the year; in the 9-month period of 1963 net receipts totalled $181 million. 


The area distribution of these totals is shown in the accompanying statement. Canada exper- 
ienced in the third quarter a deficit of $120 million on current account with the United States and 
received $212 million net of capital in long-term forms. On a 9-month basis the current account defici 
with the United States totalled $1,181 million and the net receipt of capital in long-term forms from _ 
that country was $454 million. If the production of new gold available for export, conventionally | 
attributed to the United States, is excluded the balance from these transactions amounted to net re- 
ceipts of $57 million from the United States in the third quarter and to net payments of $836 million 


| 
| 
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in the nine months. Capital outflows in short-term forms more than offset the net receipts from current 
transactions and capital movements in long-term forms in the third quarter, and in this sense Canada's 
transactions with the United States appear on balance once again to have been a source of strength to 
the United States balance of payments in this period; in both the second and third quarters the net 
effect was however relatively small. 


With the United Kingdom and other overseas countries Canada earned a current account surplus of 
$339 million in the quarter and $901 million in the nine months. Capital outflows in long-term forms 
in the quarter and 9-month period totalled $20 million and $169 million respectively. There were also 
large capital outflows in short-term forms to these countries in both periods. 


Area Distribution of Current Account Balance and Capital Movements in Long-Term Forms 


Capital Total of foregoing 


Current Total or 
Area and period account movements Aces items excluding gold 
balance(1) in long-term ee production available 
forms for export 
millions of dollars 
United States: 

1961 Year - 1,386 931 - 455 - 617 

1962 uy ele 22 668 - 454 - 609 

1963 es 3 Li Jie} 839 - 344 - 498 

1963 First Quarter - BS 390 37 ~ 4 
Second u - 346 DYDD - 74 - 112 
Third " - 66 a: 45 9 
Fourth u - 418 66 = 352 - 391 

1964 First " - 549 42 - 507 - 540 
Second Ny - Bile 200 - 312 - 353 
Third uy - 120 22) 92 57 

United Kingdom and other 

Overseas countries: 

1961 Year 404 - 21 383 383 

1962 i" 248 - 248 248 

1963 is 626 - 226 400 400 

1963 First Quarter 105 - 15 90 90 
Second 142 - 63 79 79 
Third uN 82 - 78 4 4 
Fourth ue 297 - 70 227, 227 

1964 First ie 206 = B12 134 134 
Second 356 a te U7) 279 279 
Third a 339 - 20 319 319 


(1) Including gold production available for export (attributed to United States account). 


Capital Movements 


#963 1964 
Summary 
I Q Ei Q fir @ IV Q ie) 1 MS 8) LEE: 
millions of dollars 
Capital movements in long-term forms ... ae SWhS, an PADS, aw 338 = 4 =- 30 see a8! a ihe 
Capital movements in short-term forms(1) - 61 + 106 - 108 NEAR x me EN | + 100 - 254 
Balance on goods and Services .......... - 248 - 204 Lo = Lek - 343 - 156 + 219 
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Change in official holdings of gold, 
foreign exchange, and net Inter- 
national Monetary Fund position, less 


Special international financial assist- 
eee fais kke baie see seas + 66 + 111 - 59 + 28 - 42 + OF gree 


nae ee ee 
(1) Excluding items in final line. 
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The inflow of capital in long-term forms rose to $192 million in the third quarter from $123 
million in the second. Some $54 million of the increase of $69 million reflected net receipts of a 
special character arising under the Columbia River Treaty. Receipts from security transactions which 
accounted for $79 million of the inflow in the 
third quarter were some $73 million smaller than 


Capital Inflows in Long-Term Forms in the preceding quarter. Net inflows of a direct 
investment character aggregating $45 million were 
Adjusted to some $25 million higher than in the second quarter 
? Actual reflect timing and all other flows in long-term forms produced 
Period Inf low of security $14 million in contrast to large outflows in the 
contracts second quarter. Undelivered sales to non-resident 
millions of dollars of new issues of Canadian securities rose sharply, 
but will appear in the balance of payments only as 
1962 Year + 668 fe OYA) deliveries are made. 
1963 s + 613 + 408 
The inflow in long-term forms in the firs 
three quarters of 1964 totalled $285 million, whic 
1963 First quarter ae Gis: + 506 would be increased to $380 million if the series 
Second " “209 H £9 were adjusted to reflect the timing of contracts 
Third " j. 318 = fh for new issues rather than their delivery. In the) 
Fourth is - 4 si) a3 same period Canada incurred a current account 
deficit of $280 million for the net purchase of | 
1964 First uN - 30 = Ge goods and services. 
Second " + 123 + 67 
Third in + 192 a BFF Movements in short-term forms led to a 


' 
capital outflow of $254 million, a sharp swing £60 
the inflow of $100 million in the second quarter, 
to which each of the published components contri= | 

buted. : 
Together these capital movements involved an outflow of $62 million in the third quarter, 
following an inflow of $223 million in the second. The current account balances were respectively a 
surplus of $219 million and a deficit of $156 million. Canada's official holdings of gold and foreign | 
exchange and net International Monetary Fund position rose by $157 million in the third quarter com- | 
pared with $67 million in the second. 


DIRECT INVESTMENT Net inflows of foreign capital for direct investment in foreign-controlled | 
enterprises in Canada declined appreciably from the $60 million recorded in 

both the earlier quarters of 1964 to $35 million in the third quarter, the lowest quarterly inflow for 
well over a decade. By far the largest part of the net movement came from the United States. 


There were large movements both inwards and outwards, with significant amounts associated in 
the takeover by non-residents of Canadian-controlled enterprises, reverse movements involving the ac- 
quisition by residents of interests previously held by non-residents,and international refinancing of 
other types not directly associated with current capital formation. On balance these financial transa- 
ctions relating to takeovers, repatriations and refinancing appear to have resulted in net inflows in | 
the first quarter, but in net outflows thereafter. (Neither the figure for direct investment flows nor 
new security issues in the second quarter reflects the repayment to a parent company of about $30 
million from the proceeds of the sale to a non-resident institutional buyer of a new issue by the | 
Canadian subsidiary. If this offsetting transaction were reflected, direct investment inflows would be 
smaller, and new issue inflows larger, than shown at present). | 


Industrially the largest part of the net inflow in the third quarter, amounting to perhaps one 
half of the total, went to manufacturing enterprises. Mining and petroleum and natural gas organiza- 


tions each received significant inflows. Net reverse outflows occurred in both merchandising and the 
miscellaneous industries groups. 


In the 9-month period total capital inflows for direct investment in Canada aggregated $155 
million. By far the largest bulk of the inflow was generated by United States controlled companies, | 
while the capital influx from the United Kingdom was about half that coming from other overseas coun- 


tries. The industrial distribution of the net investment over the total period was very similar to 
that recorded in the third quarter. 


For the first time since the third quarter of 1958 there was on balance no capital outflow to 
augment Canadian direct investments abroad. After the relatively high capital exports of $40 million 
in each of the first two quarters of 1964 a net capital inflow of $10 million occurred in the period 
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under review, which was mainly the result of a few special transactions including some refinancing. 
These transactions produced on balance capital inflows for the manufacturing and miscellaneous in- 
dustries groups which were partially offset by outflows mainly for mining enterprises. Geographically 
inflows of about twice the global amount were received from the United States which were somewhat 
supplemented by the United Kingdom, The normal pattern of outflows to other countries reduced the in- 
flows by more than half. 


Capital outflows for Canadian direct investment abroad totalled $70 million in the first three 
quarters of 1964. Over half this amount was directed to investments in overseas countries other than 
the United Kingdom while most of the remainder went to the latter country. Only a negligible outflow 
moved on balance to the United States. Investment in manufacturing enterprises attracted the major 
capital movement from Canada. 


SECURITY TRANSACTIONS Transactions in bonds and stocks brought $79 million into Canada in the 
third quarter. There were net inflows of $65 million, $5 million and 
$9 million from residents of the United States, the United Kingdom, and other overseas countries, res- 
pectively. The total was down sharply from the figure of $152 million for the second quarter, but net 
undelivered sales of new issues which had been reduced in the second quarter increased significantly in 


the third. 


The principal attraction for non-resident portfolio investment continued to be new and out- 
standing issues of Canadian bonds and debentures, with sales balances of $103 million and $36 million 
respectively during the third quarter. There were also small inflows arising from sales of new issues 


of Canadian equities and the retirement of foreign securities held by Canadians, Retirements of called 


and maturing Canadian securities held abroad led to a capital outflow of $51 million. The repatriation 
of outstanding Canadian stocks continued over the third quarter, but at a lower level than that gene- 
rally prevailing in preceding quarters, resulting in an outflow of $10 million. Other small outflows of 
capital occurred for the acquisition of new and outstanding foreign issues. 


Over the nine months of 1964 Canada has received a balance of $229 million from transactions 
between Canada and all countries in portfolio securities, which compares with amounts of $578 million 
and $12 million in the corresponding periods of 1963 and 1962 respectively. 


New Issues of Canadian Bonds Sold to 


Fete ee Residents Detail of Transactions in Foreign Securities 


Period Contracts Deliveries ie uces ee 120 
livered(1) oe 
millions of dollars JE COR SMES Oy DELS, EQ LEQ Live 
| 1962 Year 952 677 328 millions of dollars 
, 1963 . 700 905 E23 
1963 0) 525 394 459 Outstanding 
II Q ty 368 208 fess rT ea EIS SO 2 
LTT, Q 16 i) 3/2 
EOS a a a New issues - 4 -4 -26 -4 -10 -5 
1964 IQ peel 145 89 
II Q 190 246 a5 Retirements + 6 oh 5, oh Sie Se 2a = 
TLE Q 278 93 218 
= (A minus sign indicates an outflow of capital 
(1) At end of period. from Canada). 
THE COLUMBIA RIVER TREATY Studies and negotiations between Canada and the United States in 


connection with the development of the hydro-electric power potential 
of the Columbia River have extended over a period of twenty years. The Columbia River Treaty and Pro- 


tocol signed by the two countries in 1964 embodies a unique and complex set of arrangements for the 
development of these waters, of which only the bare highlights can be given in these paragraphs. For 
.further details the reader is referred to "The Columbia River Treaty And Protocol - A Presentation", 
which was issued in April 1964 by the Departments of External Affairs and of Northern Affairs and 
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Natural Resources. (This publication is available from the Queen's Printer, Ottawa, Price $3.00, Cae 
No. E2-4564. ) 


Special financial arrangements agreed between Canada and the United States in connection witl 
the project were described by the Minister of Finance in some detail in the House of Commons on July 


10, 1964. 


Under the arrangements British Columbia has undertaken to build, within a nine-year period, | 
storage projects in the Columbia River basin in Canada. These facilities will control a very large 
amount of water, part of which will be committed to produce power benefits downstream in the United 
States, which will be shared equally between the two countries as well as substantial benefits in and 
for Canada itself. Some of this storage will also be operated to provide flood control; and payments 
will be made to Canada for flood damage prevented in the United States. Canada has sold its share of 
the first thirty years' production of downstream benefits in return for a lump sum payment on Septembi 
16, 1964 in the amount of $253,929,534 in United States funds. Flood control payments to be made to 
Canada by the United States in the years 1968, 1969 and 1973 aggregate a further $64.4 million in 
United States funds. 


Funds necessary for the purchase of downstream benefits were raised in the United States by | 
the Columbia Storage Power Exchange, a non-profit organization of the power producers and users con- 
cerned, and paid to the Government of Canada in United States funds. The Government of Canada then 
paid equivalent Canadian funds to the Government of British Columbia, apart from some funds which 
British Columbia elected to receive in United States dollars in order to redeem outstanding debt. Th 
United States funds remaining in the hands of the Minister of Finance were invested in medium-term no 
marketable securities of the United States Government. As these securities mature it is expected tha 
their proceeds will be taken into the Exchange Fund Account and employed in short-term United States | 
Government securities in the normal way. The effect of the arrangement is to even out the flow of 
funds into Canada's holdings in the Exchange Fund Account, and to spread the impact of the transfer o 
so large a sum of money on the United States balance of payments over a longer period. The non-marke 
able securities acquired under the arrangement do not form a part of Canada's official holdings of 
foreign exchange. The Minister of Finance indicated however, that while there was no formal agreemen 
on the basis of discussions with the United States Treasury, he was confident that should need arise 
arrangements could be made to translate the securities into marketable securities. 


As shown in the accompanying statement all but $50,000,000 of the receipt of $253,929,534 in 
United States funds was invested in securities maturing from 1965 to 1971 inclusive. The remaining | 
amount of $50,000,000 was in effect made available in United States funds to the Province of British i. 
Columbia. It is the Canadian dollar equivalent of this amount which appears in item Dll as net re- : 
ceipts under the Columbia River Treaty arrangements. ] 


COLUMBIA RIVER TREATY FUNDS 


Official holdings of medium term [ 
{ 
| 


Transactions Third non-marketable United States Government 

(expressed in millions Quarter Securities nm. t.e. 
of Canadian dollars) 1964 30 September, 1964 
______ (millions of United States dollars) 
ReceLpbe under” [edt yoga sees sete oo ee + 273.9 4% maturing Nov) 15 °1965 30.0 
4-1/8% . Nov. 1, 1966 30.0. 
Change in official holdings of medium 4-1/4% us Nov. 1, 1967 30.0) 
term non-marketable United States 4-1/4% ‘ Nov. 1, 1968 30.0. 
Government securities n.i.e. 4-1/4% - Nov. 1, 1969 30.0) 
Cisieveds state fee eo Oe Oe oes Bae = 220.0 4-1/47% ye Nov.1,°1970 30.0) 
=a 4-1/4% es NOWisuael eel Safa 2309 
Net capital movement recorded in item Dll + 53.9 203.9) 
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OTHER CAPITAL MOVEMENTS IN LONG-TERM FORMS In the third quarter loans made by the a | 
of Canada to overseas countries, apart from amour 
advanced under export credit programmes, totalled less than $0.5 million and there were no capital 


subscriptions to international investment agencies. Repayments of principal falling due in the peric 
amounted to $1.1 million. 
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The remaining capital movements in long-term forms in the third quarter produced $13 million 
in contrast to the net outflows of about $50 million which occurred in each of the earlier quarters of 
1964. These figures included net outflows of about $29 million, $40 million and $27 million in the 
successive quarters of 1964 arising from loans and advances under Government programmes related to the 
financing of Canadian exports. Prominent among these transactions were wheat credits to some Sino- 
Soviet countries and the financing of exports of a wide range of capital equipment to deve loping 
countries. The change from the second to the third quarter reflected mainly the incidence of repay- 
ments, including some in advance of maturity, and credits extended in the period increased. Apart from 
these transactions there were net outflows of $21 million and $11 million in the first and second 
quarters of the year respectively, and an inflow of $40 million in the third. For the most part these 
figures reflect flows of bank borrowings and insurance funds, together with some amounts which it is 
not yet possible to classify to other long-term forms, 


CAPITAL MOVEMENTS IN SHORT-TERM FORMS International currency disturbances during the quarter 
were transmitted through the exchange markets of the 
world and were almost undoubtedly an influence affecting items of the Canadian balance of payments, 
particularly capital flows in short-term forms. Statistical techniques necessary to evaluate fully 
such influences as the relationship of the forward exchange market to the balance of payments have yet 
to be evolved. 


Canadian dollar holdings of foreigners taking the form of deposits, Government of Canada de- 
mand liabilities and treasury bills declined by $53 million in the third quarter. This was the first 
decrease in aggregate in these holdings since the first quarter of 1963. Declines of $37 million and 
$16 million in deposit liabilities and non-resident holdings of Canadian treasury bills respectively, 


accounted for all the decrease as demand liabilities of the Government remained unchanged in the 


quarter. Three-fifths of the total net liquidation of foreign owned Canadian dollar holdings was 


_ accounted for by the United States. Residents of overseas countries other than the United Kingdom also 


reduced their holdings significantly. With the $16 million fall in the non-resident owned holdings of 
Canadian treasury bills, total holdings which had reached $57 million at the end of June declined to 
$41 million at the end of September. 


As is quite often the case the largest group of capital movements shown separately in the 


supplementary statement covering "Other Capital Movements" was the net change in bank balances and 


other short-term funds abroad (excluding official reserves). The outflow of $160 million in the third 


quarter raised holdings in these balances to $1.4 billion. 


The Royal Commission on Banking and Finance has referred in its Report (page 138) to the sub- 
stantial foreign currency deposit business of the Canadian banks with residents of Canada, and has 
described the technique which has been developed under which holders of Canadian dollars may in effect 


acquire short-term foreign currency investments through the banking system without incurring exchange 


risk. Most of the outflow in the third quarter reflected ''swap deposits" of this nature. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1963 1964 


Transactions with all countries SS Se Fy a ay 7; ~oknwl nee 
DEW) itt, ©) IMB Ee, IV Q @ BIL LEO: 


millions of dollars 


- Bank balances and other short-term funds abroad 


Merciuding official reserves) ........+e0ss¢: - 62 - 81 - 137 25 154 - 125 - 160 
mumamecommercial paper). cic. sseecssesvecens - 39 TS ae #2 27 =) 1) ometed) 
MPEP IGONCE PAPEL |, . oss. c seca ree heseeoens QO = 1 2 32 67 83 7 
Canadian finance company obligations, n.i.e. .. - 4 26 14 33 32 So! ea 
Guemener transactions(1) <.0..c...ccc ces eee 55 129 8 41 28 1245) =926 


Total (Item D 17) - 41 88 - 114 143 308 98 - 201 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 


difference between direct measurements of current and capital accounts. 


Note: The content of this statement has been changed through the elimination of capital movements in 


long-term forms. 
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Capital flows of a money market character, apart from Canadian treasury bills, led to an out= 
flow of $15 million in the quarter under review, a swing of $114 million from the inflow of $99 E 
million in the previous quarter. Declines in the rate of increase of non-resident holdings of Canadiar 
finance company paper and other obligations were entirely responsible for the change. These rose ong 
balance by $4 million, a negligible amount compared with the inflows of $99 million and $118 million ir 
the first and second quarters of 1964. Transactions in Canadian commercial paper continued at the same 
level in both the second and third quarters resulting in an outflow of $19 million in each. J 


All other movements gave rise to a capital outflow of $26 million in the third quarter, 
following an inflow of $124 million in the previous period. 


Official Holdings of Gold and Foreign Exchange 


Canada's external reserves rose again in the third quarter of 1964. The increase in official 
holdings of gold and United States dollars amounted to $98 million in Canadian funds while corres- 
ponding holdings of sterling were unchanged. In the same period Canada's net International Monetary 
Fund position improved by $59 million. 


Official holdings of gold and 
United States Dollar in Canada United States funds expressed in terms of 
United States dollars, amounted to $2,625 
million at September 30, 1964. Canada's 


Period High Low Close Reon net IMF position - the cumulative measure 
Pug oe of net resources provided by Canada to the 
Canadian cents Fund - was equivalent to $80 million in 
United States dollars. This improvement | 
1963 LEQ 107.97 i0)7/ Se) LOTR SH 107.74 of $55 million during the quarter was | 
ine @) Ose oy, 107.63 OVS 108.08 effected mainly by repurchases by Canada 
IV Q 108.09 LOM 2 108.06 LOVT83 of Canadian dollars equivalent to $50 | 
million in United States funds. For | 
1964 Bend) 108.09 107.94 108.06 108.02 technical reasons these repurchases were 
ine MO Sie25 108.03 108; 13 108.09 carried out half in Netherlands guilders 
LELSQ HO Sa 22 107.50 OMS O HOST and half in Deutsche marks, which were 
: 


purchased with United States dollars by 

Canada from the United States. Canada's 

net International Monetary Fund position 
improved by a further $5 million as a result of a drawing in Canadian funds by another country. 


| 

{ 

Canada's present quota in the Fund is $550 million and Canada was obligated in due course to | 

reduce the Fund's holdings of Canadian dollars from their level of $470 million at the end of the third 
quarter to 75 per cent of the quota. This involved a further repayment of somewhat more than $57 | 
million in terms of United States funds, to restore Canada's net International Monetary Fund position 
to $137.5 million - a transaction carried out on October 31. | 


During the course of the quarter, the Bank of Canada, in conjunction with a number of other 
central banks, agreed to place an amount of United States dollars on deposit with the Bank of England 
if the latter so requested. This arrangement to place a short-term credit facility at the disposal of 
the United Kingdom was entered into in order to help protect sterling against speculative pressures 
that might arise. It has been announced that some use was made by the Bank of England of this facility 
before the British election. This arrangement had no effect on the statistics presented in this report: 
of Canada's balance of payments in the third quarter. 


i 
| 


Changes in Presentation \ 


The tables in this report reflect several changes in presentation which have been made to im- | 
prove their usefulness. The principal effect is to identify, within the main table, all movements of © 
capital in long-term forms. This has involved the transfer of two components previously included in 
item D17, "Other capital movements", Canada's subscriptions to international investment agencies 
(International Bank for Reconstruction and Development, the International Development Association, and» 
the International Finance Corporation) are now shown under the block title, "Loans and Capital Subs- 
criptions by Government of Canada" as a part of item D9 which is described as "Advances etc.". Detail! 
of these subscriptions will be given, where appropriate, in the text or in supplementary statements. | 
A second component previously included in item Dl7 "long-term capital transactions n.i.e.", will hence 
forth appear in the main table as item D13. 


=o) ae 


A new item, Dll, has been created with the title, "Columbia River Treaty, net", which is the 
subject of comment elsewhere in this report. Until 1958 item Dll was used to cover repayments to Canada 
}of war loans; in future presentations of the earlier period these transactions will be included in item 
FE with repayments to Canada of other intergovernmental loans. Item D13 originally covered subscrip- 
‘tions in gold and United States dollars to international financial agencies but these transactions were 


‘transferred to other items some time ago and are now components of items D9 and H2, 


/ Totals now appear in Section E for the net capital movement in long-term forms (items D1 to D13) 
and in short-term forms (items D14 to D17). Other minor changes have been made in the designation of 
some items. 


| 
| 


Official Holdings of Gold and United States Dollars and Related Items 


i, 


| 2 nT eee at Tenn ih) os. ls ANGta.. a en Ota mien icoe Da 
Official holdings of SF Other special Total 


End of period gold and United pete, international of 
Spatasndotiane onetary fun financial foregoing 
position assistance items 


millions of United States dollars 


(1963 TEN 2,692 - 138 2,554 
| III Q 2,568 - 58 2,510 
IV Q 2,595 - 58 2 5g 
1964 I Q 2,466 20 2,486 

| Ti. 253% 25 2,559 
| III Q 2,625 80 2,705 
t July 2,534 25 2D9 
August 2D LO 30 2,606 
September 2,625 80 2-705 


‘This table does not include holdings by the Government of Canada of medium-term non-marketable secur- 
ities of the United States Government acquired in connection with the Columbia River Treaty arrange- 
‘ments. 


International Monetary Fund: Canada's Position 


Selected transactions End of period 


} Net drawings Net drawings Sales of 


: ; : IMF holdings Canada's Canada's 
Be cettenbine be culate sce canttian ecgie t oaains 
ed 2 iLyelal 3 
by Canada other countries IMF for gold dollars(1) position(2) position(3) 
millions of United States dollars 
(1947-1961 - - 100 2S) 338 762 WD) 
1962 300 50 - 688 412 - 138 
1963 III Q - 80 = : 608 492 = 5B 
) 
1964 IQ - 59 =9¢20 - 530 570 20 
IGE LO, - - 5 - 525 DD ZS 
ei O - 50 - 3) - 470 630 80 


(1) Apart from the transactions shown, these holdings reflect mainly Canada's quota payments made in 
Canadian @ollars. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, there have also been adjustment payments between the IMF and Canada in Canadian 
dollars, arising from changes in the exchange rate, which are not reflected because the series are 
shown in United States dollar equivalents. 

(2) This "total tranche position" is a measure of Canada's drawing potential, i.e. the amount Canada 

could draw without raising the IMF's holdings of Canadian dollars beyond 200 per cent of quota. 

(3) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1964 are preliminary and data for 1963 are subject to revision 


oe 2962) it ae nt ee ee 


No. ee § IV I DE 
ee “ millions of dollars 
A Current receipts: 

1 Merchandise exports (adjusted) mesic sce screersencserreencte: cecaartcmetesrn srs 1, 632 1,724 1,486 ay a=. 

3 Gold production available for CXPOrt ......csssesccsssssssessssstecsseesesseesseeeensnes 38 36 Jig 38 

4 Mravel expenditures eee cscccncs teen rece eet eee ree matinee eotecesees 297 92 50 132 

5 Interest and dividends ....... (ak. 83 42 54 

6 Brelphtrand shipping esc sesecnt cate seterrereee tae sreree aeeeeneaties 136 135 a7, 140 

iT Inheritances and immigrants’ funds 42 Sit 27 38 
it All other current reCeipts .........ccccsccsvserssessenese 113 Ve dala) DS 
12 Totals current receiptS mets ee ee 2,299 Pp PANS 1,874 2,291 

B Current payments: 

1 Merchandise imports (adjusted) ..cccccccesscsssesseesseeeeseesseens A Se eee L590 1582 1,412 1,702 

4 Travel expenditures: samy meer eee eee 17 100 Tl 158 

5 Interest and dividends 168 232 200 198 

6 Hipelehit amas pp imc ues ac ce cee 160 154 128 161 

Tl Inheritances and emigrants’ fUNdS ....cc.scccsecccccsesssssssessessessesseecssensesnesseeess 49 by 38 A2 

9 Oificialscontributionsmeesss: ee ee een re eee 6 9 15 7 
abil INT HANS? CAUEASUENO A PITESOUSY a Gey ronccensecoricanncnentancoceocnccoccaoosenecabootrnotspavounixe 204 212 212 ALT 
12 Total Current: Payilents,..d:.06 sci adeno ee ee ees 2,343 25342 Pyles 2,495 

C Current account balance: 

1 Merchandise-trademeen) ce sn eal ea en eee ee aa AS) P42 ao Phe + 

2 @thentransactionswexcluding) 3 Olwe ee a te ies ene er a UL - 260 - 307 - 261 

3 Official contributlones.uk... ae. te ee Ss © - 9 ~ofl5 - i 

4 OLA Reet ee os tee es ee eed De oe metas 5 [Me = 127 - 248 - 204 

D Capital account: 
Direct investment: 
iL Directinvestmentrine Canadas wre cose vererectisccseccesetcsincesseescciecrereess + 118 ee ce oY nip | 
DITLECHIMVESUMEN tra DlOaA dere vqscres eee tereetceeres terest eecetetere ee ten eters - 24 - 39 - 22 - 37 
Canadian Securities: 

Bil Trade in outstanding bonds and debentures .ccececccecsseseeseseeeeeees 59 wee ade 25) bien) 

Sez Trade in outstanding common and preference Stocks .................0 - 26 —- 32 = 56 - 44 

4 ING WiiS'StIG S242 sorerc tc ue ee ee he ree ee Ee + 88 + 387 + 408 + 394 j 

5 Retirements ............-. = 5) = 20 - 52 - 173 

6,7,8 Foreign securities = 5 = 2 22h, > Vee 
Loans and capital subscriptions by Government of Canada: 

9 INGWANCOS,, GHOS cconronsctono TW. = 8 - a 
10 Repayments to Canada ......... + 68 aa Wait = vy 6 } 
11 ColumbiapRivier Dred bye mn Chm ee eer - = - - | 
13 ong-tem capitalmtransachionssnelse. eset ete een eee eee ne PS} it 4 v 3 - 38 

Change in Canadian dollar holdings of foreigners: 
14.1 DIS Oe LES area tea ie cee tse cen ea oe tte A as ih ee ns Rar ae ete =i 47 ene - 29 + 36 
14.2 Government of Canada demand liabilities ....cccssscssssssssseneeeeeeen ees a: - > gad 
14.3 Gan adam nero ass lITy aii]! meena eeeee eee mnie Reman nn nae Neer er ten = 3 = el oF 3) - 17 
17 @theraceanpitaulemoivem Crit smear ccc meaner eee teen eee + 562 a> ally - Al + 88 
\ 
E Net capital movement (excluding monetary items shown below) in: | 

1 TRON ESL CTMELOTI Se (DA ELOnL) 113) see enna enemy nnInNCE a eS * 214 + 460 ots) + 209 

2 Short=svermeforms (anton ld 7) eee mene ae enna reenter an eee + 516 + 145 - 61 + 106 | 

3 Road aoe knee cs crct snk ee ket ttt pig he I af + 730 + 605 +314 io 

H = C+E| Official monetary movements in the form of: 

1 Change in official holdings of gold and foreign exchange ............. + 686 «= Alfopl +. 60 + lil 

2 Change in net International Monetary Fund position veecccccccccccccccccesecse - - = = | 

3 Other special international financial aSSiStanCe coccccccccccccccecesesceesesess & xe SH// - = | 

L | 
= : } 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A fe enine trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’. 


: ee item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 


insurance transactions, and business services. 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 196/are preliminary and data for 1963 are subject to revision 


1963 1964 Annual totals Four quarters 
ended 
cIT IV ite JEM ieee 1961 1962 1963 Sept. 30,1964 No 
millions of dollars 7 : 
1,806 2,014 Le / Be 2,197 2,184 5,889 6, 380 7,082 
36 39 33 70 “35 "162 S55 i eo : 
325 102 59 138 353 482 562 609 652 ; 
42 85 58 5D 47 209 202 223 245 5 
146 57 135 167 170 486 509 560 629 6 
48 36 Bi 42 48 103 124 149 LS H/ 7 
113 112 114 116 116 4,03 451 449 458 | 11 
2,516 2,545 2,160 2,756 25953 113k 8, 383 9,226 10,414 12 
. B 
655 1,810 USSSA) 2,048 1,825 Sie) 6,203 6,579 7,380 1 
207 107 LD 187 233 642 605 589 682 4 
184 287 PISS 210 204 770 794 869 932 5 
777 GPS, 140 188 191 568 DID 641 694, 6 
49 53 40 46 52 fds aLy/S) 182 191 7 
a5 14 12 16 22 56 36 61 64 9 
AS! 220 228 217 207 790 819 $62 872 11 
2,500 2,666 Pi SOS: ee 2,734 857.16 9,257 9,783 10,815 12 
C 
+ 151 + 204 233 we ine) e359 na Ug} + Alea ae 536)5) i, 745 1 
= 120 - 311 - 364 = 289 TUE -1,099 - 1,015 - 999 = il, es 2 
= BB) a as. = We =o = 2 = 56 - 36 a ol = 64 3 
= 16 = 121 - 343 - 156 + 219 - 982 = eyl/h - 557 - A401 4 
D 
= 60 OS + 60 OO 3G) 520) = £95 x2 ALAS) t 218 1 
= al = 30 - 40 - 40 v2 SO) - U5) = 109 = JK: - 100 2 
= 4) as jh, + I, ss 1S) + 36 + 61 + 64 + 39 + oul Sel 
Pe - he - Ad - 8 = 0 + 39 =- 116 =. Tels) = 104 3.2 
+ 100 + 66 + 146 + 270 + 109 + 533 + 728 + 968 a4 591 4 
= 40 eke) = 102 - 389 Gs = 300) = 320 = 335 = 7 313 
-— 3 2 - 2 36 - 5 34 = 65 S23 - 48 6,7,8 
—— 6S = 0 = 2 = = - 8 - yp oa le - A 9 
a + 49 + [As + 2 + aL + 37 + 129 2 DSS + 26 10 
= a = + 54 = = x * 54 11 
= al + 6 = 0) = 51 er AB} + 132 - 116 = 50 - 82 13 
ae + 43 2 Ake, = LS. - 37 34 - 13 + 40 + 16 se 
= > 7 . Sn é oa 4 a Si i 
= is = 37 es i, oo Wh = 6 - 58 + 4 - 22 - 35 14.3 
- 114 ap VAG: + 308 + 98 201 + 388 + 374. + 76 + 348 17 
E 
ee 33 = 4 - 30 vs es + 192 + 910 > 668 + 613 22 281 1 
- 103 = S85} $33] + 100 = 24 + 362 1s 361 + 90 af 330 2 
os) e149 +361. = 223 62 41,272 + 1,029 S703 9 oF ole 3 
H=C+E 
- 15 + 28 sere? + 62 + 98 #229) + 537 + 60 + 61 : 
+ 86 = + 85 5 + 59 PO - zs + 86 sa AWAY, : 
Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered bank holdings o I 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balan 


representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3 Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
FOURTH QUARTER 1964 AND PRELIMINARY ESTIMATES FOR THE YEAR 1964 


Canada's current deficit from transactions in goods and services with other countries was re- 
duced to a preliminary estimate of $453 million in 1964 from $557 million in 1963, with the export 
balance from merchandise trade rising from $503 million to $700 million, a record size for a peace- 
time year. At the same time the deficit from non-merchandise transactions, mainly because of the re- 
emergence of a deficit on travel account, rose by 9 per cent to $1,153 million, a level which has only 
been exceeded in 1961. The reduction in the current deficit occurred in the second and third quarters 
with the larger balances on merchandise trade in these periods, when receipts from grain sales to the 
U.S.S.R. were still substantial, 


Summary statement 


———_—_—— EEE 


1963 1964 
1962 1963 1964 ee 


IV Q LQ EEO LEEEO IV Q 


millions of dollars 


Merchandise trade balance .... + 177 + Sxos) Ge 700 +204 + 33 + 149 + 356 + 162 
Deficit on non=-merchandise 
BMANSAGCELONS ...cseecescece =r, O5t) =) 1,060 teats an 25) - 376 - 305 - 141 - 331 
iGurrent account balance ...... = 874 - 3)5)7/ - 453 - 121 - 343 - 156 + 215 - 169 
Capital movements(1) ......... el O 290s See 0703" PF A S16 LAO Ose 301 C224 eG ay oio10) 
Monee term LOLMS, (6%. leies eee ¢ + 668 + 613 + L203) = 4 - 37 +116 + 171€3) + 477 
BHOct=term! LOLMS i... eceeee =} 361 + 90 + 89 ap llsys} | Mam Siete cio il@hsy. =< Xo) - 127 


Change in official holdings of 


gold, foreign exchange, and 
net balance with Inter- 
national Monetary Fund(2) .. + 155 + 146 sePh36s + 


i) 
(ee) 
i] 


“GQ 68 Pe l56 eS 


| Excluding change in official exchange holdings. 
(2) Including also special international financial assistance. 


(3) Including net receipts of $54 million under the Columbia River Treaty arrangements. 


The impressive rise in merchandise exports of 16 per cent was widely distributed as to 
commodities and destinations. Massive sales of wheat, featured by sales to the U.S.S.R. and other 


Communist countries, constituted a special element in both the totals in 1963 and 1964 but also in 
further increases in these shipments in 1964. Large expansions in exports also occurred in most of the 
major export staples produced by the forest and mineral industries, both to United States and overseas 
destinations. Again highly significant elements of the increases were in the sector of manufactured 


goods, While imports also rose rapidly in 1964, the rate of increase, over 14 per cent, has been less 
than with exports even though Canadian incomes were also expanding as were investment in Canada and the 
level of business inventories, 


In much of 1964 the external environment was favourable to Canadian exports with rising activity 


in the United States and in other leading markets. But before the end of the year there were inter~ 
‘Tuptions to rising trends in some overseas economies. In the same period a change in the position of 
Sterling was a new factor leading to a less favourable background. And the passage of the Interest 


Equalization Tax legislation in the United States in the summer with the granting of the exemptions for 


‘Canadian new issues had effects upon the timing of capital flows. Interruptions to activity in the 


automobile industry initially arising from industrial disputes in the United States also had effects 


upon the balance of payments in the final quarter. 


The deficit in Canada's current transactions on goods and services with foreign countries 


declined nearly 19 per cent from $557 million in 1963 to $453 million in 1964. This was the smallest 


deficit since 1954, when it was estimated at $432 million. As in several preceding years, the re- 
duction in the deficit originated in merchandise trade. Since the emergence of an export balance of 


$173 million in 1961, the annual surpluses increased to $503 million in 1963 and to $700 million in 
1964, with the extraordinary sale of wheat and flour to the U.5.S.R. being a major contributor in the 
two most recent years. The 1964 deficit on non-merchandise transactions stood a shade below the peak 
imbalance of $1,155 million in 1961. The improvement in the current account balance in 1964 occurred 
entirely in transactions with overseas countries, with the surplus nearly doubling during the year to 
$1,206 million, which is the highest in the postwar years. On the other hand the deficit on current 
transactions with the United States widened 40 per cent to $1,659 million, a shade above the earlier 


peak in 1956. 


The Trade of Canada totals have been adjusted for balance of payments use. The effect of these’ 
adjustments has been to reduce the size of the export balance shown in the Trade of Canada by $111 
million in 1964. This has mainly been through the deduction from exports of receipts for wheat and 
military aircraft shown in the balance of payments series in the previous year, and from additions to 
recorded imports to account for prepayments for military equipment. 


Larger Export Balance on Merchandise Trade 


Merchandise exports (after adjustment for balance of payments purposes) increased $1,156 millio 
or 16 per cent from $7,082 million to $8,238 million in 1964, The rise in imports (after adjustment) 
was estimated to be $959 million or more than 14 per cent from $6,579 million to $7,538 million, also a 
much higher rise than in the preceding year, Close to 10 per cent of the export gain originated from | 
the allocation between 1963 and 1964 of the shipments of wheat and flour on Russian account, including 
deliveries to Cuba. The value of the shipments amounted to nearly $200 million in 1963 and more than 
$300 million in 1964, Other increases were fairly broadly spread over most commodity groups. Shipment 
of iron ores and concentrates gained $85 million or 30 per cent to $356 million. Non-ferrous metal , 
ores and alloys expanded $155 million or over 15 per cent to about $1,100 million. Zinc, nickel and 
copper were the principal contributors for this large increase. Exports of newsprint and wood pulp 
recorded increases of $75 million and $55 million, respectively; and those of aircraft (after allowance’ 
for progress payments and deliveries) and parts less than $60 million. Increases in fabricated steel 
materials, cars and trucks, and motor vehicle parts were each approximately $45 million. Gains of 
between $25 million and $30 million each were indicated in the exports of fish, barley, petroleum, 
industrial machinery and agricultural machinery; and shipments of softwood lumber and natural gas each 
increased more than $20 million. Exports of diverse commodities, including whisky, tobacco, asbestos, 
sulphur, plywood, chemicals, synthetic rubber and plastic materials, and heating, electrical and 
measuring equipment rose less substantially. For the fifth successive year, shipments of uranium de- 
creased -~- over $60 million to $75 million in 1964. 


On the basis of detailed import statistics published so far for the first 9 months of 1964, 
increases in imports were dispersed over most commodity groups. Accounting for nearly one-fifth each, 
industrial machinery and motor vehicles and parts recorded the largest individual increases in imports. 
Although they also rose, imports of fabricated metal materials (led by iron and steel and alloys) did 
not quite reach the totals of either machinery or motor vehicles in the 9 months of 1964; and the share, 
of the overall import rise was short of 15 per cent. Fairly substantial increases took place in the 
imports of metal ores, crude and fabricated textile materials, general equipment and tools, tractors | 
and agricultural machinery, chemicals, personal and household furnishings and other consumer goods. 


The prices of Canadian exports and imports were both on the average moderately higher in 1964 i] 
than in the preceding year. Export prices were on the increase each quarter of 1964, while import 
prices appeared to have been moving downward from a peak in the second quarter. 


Deficit on Services and Other Non-merchandise Items 


At $1,153 million, the 1964 deficit on non=-merchandise transactions was roughly 9 per cent 
above that of 1963 and almost identical with the imbalance of $1,155 million in 1961. About three- 
fourths of the widening in the "invisible" deficit was ascribable to the travel account. A surplus of 
$20 million in 1963 changed to a deficit of $52 million in 1964, which compared with net payments of 
$43 million in 1962. Interest and dividends, gold production available for export, official contri- 


butions and business services accounted for smaller shares of the increase in non-merchandise deficit 
in 1964, 


A one-third decline in net receipts on travel transactions with the United States from $157 
million to $106 million and a 15 per cent rise from $137 million to $158 million in the deficit with j 
Overseas countries brought about the turn-around of $72 million in the travel balance. Expenditures ir 
Canada by United States visitors rose 7 per cent in 1964 to the peak total on record of $589 million. } 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1963 and 1964, and Changes Between the Periods 


1963 1964 Change 1963 1964 Change 
millions of dollars 
Fourth quarter All countries United States 

Merchandise exports (adjusted) ....... ietelad 2,014 POA S. aoe eA 1,035 1,169 + 134 
Merchandise imports (adjusted) .......eee0- 1,810 1,966 + £156 1,185 1358 + 146 
Balance on merchandise trade ......e.ceecee. ap 2) ast 162 - 42 - 150 - 162 aly 
Pe CIGGON ty TOCELD ES! 6 .isvesiere ¢ + 0's ov oe siete ate DSi GOS =F 74 341 360 atl) 
MEDOGECULEENE: DAYMCNES: ..icccwss cc eecccvcees 856 936 + 80 609 674 65 
Balance on non-merchandise transactions ... = 325 - 38) - 6 - 268 - shila =) 4:6 
Bareaie receipts! cin cle ss 00% +40 0.0 DOO HOD rao Ae Ph. BYEUS Boss) “aw eke} L826 io 29 ap bot 
BoralepayMentS ...seecess CPetekctehey'e cote cu cls fe) oteReke te 2,666 ZO 0) 236 ih yh: 2,005 ar abil 
Prasootmaccountrbaliance <...s0<+es 0s 3h OG - 2 - 169 - 48 - 418 - 476 - 58 

Calendar year 
Merchandise exports (adjusted) ........... ‘ 7,082 Sis 2ske = ap Ls WES Bo hO 4,397 ge hI T 
Merchandise imports (adjusted) .......eee0- 6,579 (RSS Crs ees 4,458 5, 202 + 744 
Balance on merchandise trade ..... S.0,G oboe =F OS Maests 7.0.0 197 = 488 - 805 eae ly/ 
MerGmCUrIRCH It TOCCL PtSi tus sietawe.seielese sieves eter 2,144 DNoyss Gp SO 1,589 =p ty 
Meee CULTENt payMeNts 2s cede cscceces OAK 3,204 SSA ee Sys DEON QretenS + 241 
Balance on non-merchandise transactions ... - 1,060 a alisys: 3 93 = 695 ~ 854 = 159 
PERETAMMEOCCUIDICS (516: olese « o:cloisererels @ 6 Sipreke Coke ste o, dice 9,226 10,606 + 1,380 eee 5,986 + 509 
SEPAUMEAVINCI SH y.tale > sistelferelele sisleeis oo see + ees os 9,783 11059 eet le 22716 6,660 7,645 + 985 
Peeuentedecount bALANCE 6.20 ccc nese cceee - B)5)J/ - 453 ae 104 il eeul ics - 1,659 - 476 

United Kingdom Other Countries 

Fourth quarter 
Merchandise exports (adjusted) .......... ee 266 305: auch 39 rats 654 =e D9 
Merchandise imports (adjusted) ......se.00- 143 144-5 + 1 482 491 9 
Meeamce on merchandise trade .....6.sscessee ay WSs Se Gk aE Ste) ae DS Ge 163 - 68 
Miner current receipts ........ Se ee ie 86 EN er 45 104 114 eG 
BEPERCUEFCDE payments ......ssceeesece ore 89 D6 nat Yi 158 166 tea 
Balance on non-merchandise transactions ... - 3) AE 3 ar 38 - 54 - 52. =F 2 
SS cl 6 0) 5: eEotaheria fs otis elie Loledetn xs Bie 352 436 + 84 817 768 - 49 
BED AVMENCS§ 4 ars 055s 5s vive cow e oes ever eins 232 240 + 8 640 657 eo Ly 
Current account balance .......+. Ps 5 ent CAA + 120.0% «1960 0rk (het lee ot Be = eiOO 

Calendar year 
Merchandise exports (adjusted) ....... ie Ee 1 OK lg Lio 2L Oust tae 4202. 2,095 2,623 + 528 
Merchandise imports (adjusted) ..... pis bots 521 584. +b 63 1, 600 i ey te + 152 
Betence on. merchandise trade csscccccsevess +), 496. 9+ Qos SE IS Sie te (49 5 eect sia +376 
MCRErent, TECCLPUS. oss scone v's siete oe 279 355.9 76 358 424 ie 66 
ME CMEKent Payments ....s0eeeceearerisicies 375 Aljieauch 42 627 661 +. 34 
Balance on non-merchandise transactions ... - 96...- 62 gat Saeed “ee 2D Mpa ea? + 32 
Meetreceipts .....%.0.0.- misdelbivis oilsleleuats eis Prise 1,296 Lad Samer ed 7 2,453 3,047 Hain OG 
Total payments ........ { Sera eee 896 Le O01... at. ) 105 2,227 2,413 + 186 
Current account balance ..... any aa a ae ae to OO tee tie elle geet 172; V+ 2226. =. 634 + 408 


per cent to another high point of $483 million. Receipts from overseas visitors increased to $72 
million, while Canadian travel 
expenditures overseas expanded 
Major Items in the Balance on $33 million or 17 per cent to 
Non-Merchandise Transactions $230 million in 1964. In con- 


sequence the travel deficit 


with overseas countries, which 


Canadian travel payments to the United States, after declining in the preceding two years, rose 23 
4 

a 1 
i 


Change stood practically unchanged at 
1962 iv? ae in 1964 about $136 million in the three 
years 1961 to 1963, widened 15 
millions of dollars percent to $158 million. The 
Gold production available introduction in 1964 of re- 
FOLEY ONE tenes ous eat ton seehst ene +. 1555 + 154 +) 144 = 10 duced air fares for overseas 
EIN ch, «cle ites <bald reer ote - AS = 20) «54 52 - 72 travel covering two to three 
Interest and dividends .... = 4 592. ~ "sop 646.0 4ca-= 678 - 27 weeks’ duration was undoubtedly 
Freight and shipping ...... = 86 - 81 - 61 rac) a factor in the rise in the 
Inheritances and migrants' volume of travel abroad. 
LUIS) miateteeny oe aiacel ores re - 51 sey= 35.4 25 t 8 | 
Official conteibuttons 7... - 36 - 61 - 68 << / Both the receipts and — 
All other current transac- payments of interest and divi- 
ELON S Males catenins mt (398 tase 413igg e418 <9 5 dends advanced to record levels 
Balance. on non-merchandise.« VT asis=... 1) G2 kl aeaehe b) pea meas in 1964, the former by $64 
LE ANSAC ELONSI ire. <coeteet tere rele oe: - 1,060 pall 3 =93 million to $287 million and the 


payments by $91 million to $960. 
million. Included in these 
unusually large changes were 
extraordinary dividend transfers in the final quarter of 1964, Contributing to the enhanced deficit of 
$673 million on interest and dividends was the deferment by the British authorities of the year end pay- | 
ment of regular interest of some $20 million on the 1946 loan. Large non-recurring dividend receipts 
in the last quarter of the 
year accounted for most of the 
Travel Expenditures increase. Dividends received 
on direct investment abroad 
were higher as well in some | 


Change other quarters of 1964, parti-~ | 
el pele Ae ee in 1964 cularly in the ficse, Retuctied 
on foreign stocks held by ) 
millions of dollars Canadian portfolio investors | 
Receipts: were also moderately higher in 
Undted States xd s 435 Biliz 549 589 +i «4O 1964. 
OVELS GASH Muss vareraia eens ofoh< 47 50 60 72 =aleZ 
All counties qu eemnar 482 562 609 661 + 52 At $960 million, pay- | 
ments of interest and dividends 
Payments: stood at 10 percent above 1963 | 
Uniitedssitates: -.cicyuree 459 419 392 483 ap MDI and were roughly twice as large 
OVEESEaS iy. cherish Soo 80DC 183 186 197 230 OS as the total for 1955. About 
Ail veoumtidic Save acetone 642 605 589 713 + 124 one-fourth of the increase of 
$91 million originated in in- 
Balance: terest payments, Large sales © 
United. Sta tesnsitn is os ay Ze wate IS aT. Ee 06 hee! of government and corporation — 
OVETS CAiSi kas. Secsrmeatos se yenets = 136 = Use = 137 - 158 mot 121 bonds to non-residents in the | 
IX roitihemks Foe Go 4 5 = 160 sgt eal?) =D 2 SZ first half of 1963 and less 
sizable sales in the same 
period of 1964 contributed to 
the rise. 


Approximately 70 per cent of the $69 million increase in dividend payments was concentrated in 
the first and final quarters of 1964. Larger transfers to the United States of dividends on direct 
investment may have occurred in the first quarter to qualify for lower tax rates in effect in the 
United States at the beginning of the year. The effect of an unusually large dividend payment by a i 
subsidiary in Canada in the last quarter was in part offset by an absence of transfer by some others 
that normally paid in this period of the year. The progress of capital investment programmes in Canada | 


may have caused the retention of earnings and tax considerations in the United States may have again 
had some effect. 


With rising disbursements under Canada's international economic aid programme, official contri- 


Government, ex- 


i 


Interest and Dividends: Payments butions increased $7 million to $68 million in 1964, 
which was the highest total in recent years, second 
only to 1959, Small increases in deficits on busi- 

Period Total Interest Dividends ness services and on government account (other than 
official contributions) were in part offset by a 
millions of dollars modest reduction in net payments on miscellaneous 
income and personal and institutional remittances, 
1962 794 284 510 The deficit for miscellaneous current transactions 
1963 869 324 545 widened $5 million to $418 million. 
1964 960 346 614 
Freight and shipping services and inheri- 
1963 PQ 200 70 130 tances and migrants' funds were the two accounts 
TIO 198 90 108 whose deficits were lower in 1964. The deficit for 
erg 184 70 114 the former was reduced $20 million to $61 million. 
IV Q 287 94 193 With the rising volume of merchandise trade, both 
receipts and payments for freight and shipping 
1964 I Q Zoe 78 1s, 5) reached record high levels. Receipts expanded 15 
JOBE) 210 95 Tats per cent to $642 million, while payments increased 
ePIe:Q 202 74 128 over 9 per cent to $703 million, with all elements 
VEO S\ALy/ 99 218 of the account contributing. Inland freight earnings 


on Canadian exports were up noticeably in 1964, and 
freight earnings of Canadian-operated vessels and 
expenditures of foreign vessels in Canada increased 
less substantially. Freight payments for imports brought in foreign vessels, inland freight in the 
United States on imports and expenditures abroad of Canadian ships contributed to the increase in pay- 
ments. A 20 per cent gain in 1964 in the number of immigrants and higher per capita funds of immi- 
grants arriving from areas such as the United States 
combined to reduce the deficit on migrants' funds 


Miscellaneous Current Transactions and inheritances from $33 million to $25 million. 


Receipts Payments 


Developments in the Fourth Quarter 


1963 1964 1963 1964 


Canada's current account deficit increased 
$48 million, or nearly 40 per cent, from $121 mil- 
lion in the fourth quarter of 1963 to $169 million 
in the final quarter of 1964. In the process, 


millions of dollars 


cluding official 


Contributions ... 1126 130 168 174 total receipts rose 7 per cent from $2,545 million 
_ Personal and insti-~ to $2,733 million, while total payments increased 
tutional remit- almost 9 per cent from $2,666 million to $2,902 
PARICC Stet. s es + oss 26 28 94 92 million. There was a 20 per cent reduction in the 
Miscellaneous in- export balance from merchandise trade together with 
SONGS 65 aint ceaecae ina 83 89 160 159 a slight increase in the non=merchandise deficit 
Business services 214 221 440 461 over the previous year. 
OWANG stele cles 449 468 862 886 Bilaterally, Canada's current account 
balances improved with the United Kingdom and the 
MAN CEM cass ad os 0 6 - 413 = 418 Rest of the Sterling Area, but worsened with the 


\ 


’ 


United States and the remaining countries. Some 
unusual transfers of dividends offset by an absence 
of some which usually occur in the fourth quarter 


(referred to earlier in the text) contributed appreciably to changes in the non-merchandise balances 


with the United States and the United Kingdom. 


The export balance with the latter expanded more than 
30 per cent; but in the case of the remaining countries (outside the Sterling area and the other OECD 


group), the completion of grain deliveries on Russian account earlier in the year brought about a 
sharp reduction in the merchandise surplus between the fourth quarters of 1963 and 1964, particularly 
with Eastern European countries. 


‘Transactions by Areas 


The traditional pattern of recent years in the distribution of Canada's deficit on current 
transactions in goods and services was strongly emphasized in 1964, The current deficit with the 
‘United States deepened 40 per cent from $1,183 million in 1963 to $1,659 million in 1964, while the 

surplus with overseas countries nearly doubled from $626 million to $1,206 million. 


Total receipts from the sale of current goods and services to the United States amounted in 
1964 to $5,986 million, up $509 million or more than 9 per cent over $5,477 million in 1963. Total 
payments by Canada expanded $985 million, or over 14 per cent, from $6,660 million to $7,645 million. 
In consequence, Canada's deficit 
Current Account Balances with on current account with the United States 
Principal Countries and Areas rose $476 million to $1,659 million in 
1964. Roughly two-thirds of this in- 


Oe Be soe = 5S ee ee ee eee 
- crease was derived from commodity trade. 


Change Merchandise exports to the United States 
Ree Acs eles in 1964 gained nearly 11 per cent from $3,970 
million to $4,397 million, but accounted 
millions of dollars for 53 per cent of total Canadian ex- { 
ports, as against 56 per cent in 1963. 
Unbked stake Sten ccs EG IA Oe il iesss) AL OSS, - 476 Nearly 80 per cent of the increase in 
exports took the form of fabricated 
Ovecsoas tenet. ea 248) ee O20 200 ache 200 materials and manufactured goods. Im- 
United Kingdom ..... oF 2 Sig cri Ome Be ae UY 2 ports from the United States expanded | 
Other Sterling Area + 16 - oy 87 + 118 $744 million, or more than 16 per cent, 
Other OECD countries - 89 = (Mk OS SS ree IS) to a total of $5;202 million, but 
Other countries: 7. .roect OER SIGN lie Sp 27/7 relatively its share of all imports | 
changed slightly from 68 per cent in 
AUP GOUNErILES (i, qemueres a OE = (DD / ek eee. poe LOS 1963 to 69 per cent in the year following.) 


| 

Net payments on non-merchandise 
transactions grew 23 per cent or $159 

million from $695 million to $854 million, as a result of an increase in payments three times that of 
receipts. Deficits on nearly all service items increased in 1964, and the value of gold production 

available for export declined $10 million. Travel and interest and dividends were responsible for 

three-fourths of the deterioration in the deficit on "invisibles", The developments in travel transa- 

ctions with the United States, and the widening in the deficit on interest and dividends have been | 

commented on earlier. Increments to other net service payments were less sizable; and the deficit on . 

migrants' funds and inheritances was the one exception that narrowed slightly. 


In current transactions with the United Kingdom, the increase in receipts was more than 2-1/2 
times that of payments. Total receipts advanced $277 million or 21 per cent to $1,573 million, while | 
the rise in payments for goods and services was estimated at $105 million, or more than 11 per cent, up |} 
to $1,001 million in 1964, Canada's current surplus accordingly widened $172 million, or 43 per cent, 
to $572 million; and about four-fifths of the improvement was ascribable to merchandise trade. Mer- . 
chandise exports to the United Kingdom expanded nearly 20 per cent from $1,017 million to $1,218 million, 
while imports rose 12 per cent from $521 million to $584 million. Fabricated materials accounted for 
approximately four-fifths of the export gain. The reduction in the non-merchandise deficit by about 
one-third was due in the main to the receipt in the fourth quarter of extraordinary dividends, although 
the surpluses on freight and shipping and on migrants' funds and inheritances were also moderately 
higher. 
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A gain of $594 million, or 24 per cent, to $3,047 million in total receipts from other countries, 
offset by an 8 per cent increase in total payments to $2,413 million, resulted in raising the surplus 
with this group from $226 million to $634 million in 1964. Some 90 per cent of the improvement in the 
current surplus arose from merchandise trade, and one-half, or about $190 million, of this increase 
originated in Eastern European trade. Enlarged shipments of wheat and flour under the Russian contract 
(including deliveries to Cuba) accounted for well over $100 million of the expansion in surplus. 
Another increase of about the same magnitude took place in the trade surplus with Rest of the Sterling 
Area, where exports to Australia alone were nearly $50 million higher in 1964. Advances of over $35 
million and $25 million were recorded in Canadian exports to Mainland China and Japan, respectively. 
The non-merchandise surplus with the residual group of other countries rose about $20 million through 
higher net receipts for freight, shipping, interest, dividends and miscellaneous income and a lowered 
imbalance on personal remittances. 


if 
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Canada's current account balance together with capital movements in long-term forms (described | 
by some as the "basic" balance) produced $274 million in 1964. There were also net receipts in 1963 
but for each earlier year since 1956 these items led to net payments. The results of the last two . 
years may be viewed in part as one aspect of the process of ebb and flow under which the extensive net 
receipts in the earlier period in short-term and reserve forms of capital as a group (which are the 
counterpart of the balance) were being restored, 


a 


The area distribution of these totals appears in a statement. Canada experienced during 1964 a 


AN tt 


deficit of $1,659 million on current account with the United States, an increase of $476 million over 
the previous year. Canada received in the same period $950 million net of capital in long-term forms 
from that country, which was $111 million more than in 1963. If the production of new gold available 
for export, conventionally attributed to the United States, is excluded the net payments by Canada to 
the United States from these transactions amounted to $853 million, compared with $498 million in 1963. 
Because of the timing of capital flows, which is discussed later, and some seasonal concentration in 
the current deficit, this balance virtually all occurred in the first half of 1964. Capital flows in 
short-term forms between Canada and the United States also varied sharply over the year. The net 
receipt during the year as a whole was large but fell well short of the net payments arising from 
current transactions and capital movements in long-term forms, (A significant part of these "inflows" 
consisted of international banking operations and were offset by corresponding "outflows" to other 
parts of the world thus having no net effect on Canada's overall balance of payments.) In this sense 
Canada's transactions with the United States appear, on balance, again to have been a source of strength 
to the United States balance of payments in 1964, although as might be expected the impact varied from 
quarter to quarter. 


With the United Kingdom and other overseas countries Canada earned a current account surplus of 
$1,206 million during 1964, up sharply from $626 million in 1963. Capital outflows in long-term forms 
in this period totalled $223 million, roughly the same as in 1963. There were also large capital out- 
flows in short-term forms from Canada to these countries. The pattern of transactions, particularly 
when compared on a quarter by quarter basis with 1963, is affected by a number of special factors, whose 

| incidence is partly offsetting. In the last half of 1963 and through much of 1964 the current account 
surpluses were, of course, enlarged by special wheat transactions. And in the latter part of 1964 the 
balance of payments difficulties which were experienced by the United Kingdom did not leave the Cana- 
dian balance of payments unaffected -- the United Kingdom deficit on current account with Canada in- 
_ereased and in addition the balance of capital flows in long-term forms turned in Canada's favour. 


Area Distribution of Current Account Balance and Capital Movements in Long-Term Forms 


Current cee Total of Total of foregoing 
Area and period account ten Pore coins items excluding gold 
balance(1) — —veno2eroem Reem production available 


forms for export 
millions of dollars 


| 
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United States: 


1961 Year - 1,386 931 - 455 - 617 
1962 " =. 15122 668 - 454 - 609 
| 1963 " el 183 839 - 344 - 498 
1964 " - 1,659 950 - 709 - 853 
1964 I Q - 549 34 - 515 - 548 
it 6) - 512 210 - 300 - 341 
TIT 0 = 422 215 93 58 
IV Q - 476 489 i ~al? 
‘United Kingdom and other 
| overseas countries: 
| 1961 Year 404 SOT 383 383 
| 1962 u 248 - 248 248 
1963 " 626 27226 400 400 
, 1964 " 1,206 = 293 983 983 
' 1964 I Q 206 yp 135 135 
| II Q 356 Seer 260 260 
III Q 337 = Ak 293 293 
IV Q 307 Sahl? 295 295 


(1) Including gold production available for export (attributed to United States account). 


Capital Movements 


The net capital inflow into Canada (apart from the official monetary movements shown separately 
in the balance of payments statements) totalled $816 million in 1964 compared with $703 million in 1963. 


| 
| 


| 
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Capital movements in long-term forms contributed $727 million and $613 million to these totals res- 
pectively, while capital movements taking short-term forms accounted for the remaining amounts of $89 


million and $90 million. 


Capital Movements 
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~ 1963 1964 
Summary 1963 1964 Ss 
IV Q IQ II Q Tit G* “rv 
millions of dollars 
Capital movements in long-term forms .... + 613 a7 20 - 4 = 37 scott ll6w a7 ere 
Capital movements in short-term forms(1) + 90 + 89 + 153 + 338 + 108 - 236 - 127 
Balance on goods and: Services: ..4...s.00+0 =92 - 453 +i 421 = 3434." 1566 “his. sates 
Change in official holdings of gold, 
foreign exchange, and net balance with 
the International Monetary Fund ...... ; + 146 ar Gie)S' + 28 = 8425 ib R68 eee-Fe lO meteevom 


(1) Excluding items in final line. 


Although larger than in either 1962 or 1963 the capital inflow in long-term forms was smaller 
than in any of the six preceding years. More than half of the increase over 1963 arose from special 
transactions in connection with the Columbia River Treaty which brought in $54 million. Transactions 
in portfolio securities produced, on balance, $93 million more than in 1963, while transactions of a 
direct investment character produced $55 million less. All other transactions in long-term forms 
yielded $22 million more than in 1963. 


These long-term flows may most usefully be reviewed in the perspective of their previous his- 
tory. It will be recalled that an extended period of substantial inflows was interrupted in 1962 when 
Canada experienced a brief but severe exchange crisis generated by a variety of convergent influences, 
The small outflow of $6 million of capital in long-term forms in the first half of 1962 which resulted 
was again succeeded by a period of substantial inflows. In the next three quarters this totalled 
$1,049 million, and if allowance were made for new security issues sold but not delivered the figure 
would rise to $1,471 million. Some special factors contributed. The Government of Canada had re- 
entered the United States capital market in 1962 for the first time in more than a decade, leading the 
way for the resumption of new issues there by other large Canadian borrowers. Substantial inflows 
occurred for the purchase by non-residents of major Canadian concerns. The extension of provincial 
utility enterprises gave rise to large demands for funds which were obtained in the United States 
market, 


Capital Inflows in Long-Term Forms By the end of the first quarter of 
1963 the spate of new issues abroad abated 
sharply, although deliveries continued to 


Adjusted to reflect 


Bavioa Actual sis P . be substantial during the second quarter. 
inf low OEE eal Soi eh hea Ta A Presidential Message to the United 
offerings States Congress proposing the introduction 
millions of dollars of an Interest Equalization Tax was deli- 
vered in July and the Canadian balance of 
1962 Year + 668 + 948 payments reacted swiftly. Within twenty- 
1963 » + 613 + 407 four hours there was a greater loss of 
1964 oy 0 + 667 official holdings of gold and foreign ex- 
change than in any similar period, even 
1963 IQ + 375 + 493 during the difficult days of the spring of 
LETO + 209 - 33 1962, The situation was soon eased by the 
1 ee +733 - 29 proposal to exempt new Canadian issues, but) 
LVEO - 4 =k uncertainties relating to the tax effecti- 
vely deterred the sale of new Canadian 
1964 LQ ar Sy = 71 issues in the United States market. 
II Q + 116 + 63 Direct investment inflows also tended to 
LIE.Q nite WAL nT 7 decline, and in the five quarters, from 
IV Q + 477 + 298 the second of 1963 to the second of 1964 
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inclusive, net capital inflows in long-term forms produced only $317 million. This amount was less by 
$94 million than the net deliveries in this period of earlier sales of new issues. 


The situation changed rapidly in the last half of 1964. Passage through the United States 
Congress of the legislation providing for the Interest Equalization Tax and the implementation of the 
exemption for Canadian new issues released the way for an accumulation of new issues. Capital inflows 
in long-term forms in the six-month period rose to $648 million. 

These large swings occurred in the balance of capital transactions in long-term forms under the 
influence of both domestic and external financial factors, but over the three-year period the net in- 
ward movement of $2,008 million was less than 7 per cent above the corresponding net current account 
deficit of $1,884 million. And in each year from 1957 to 1962 inclusive the inflows in long-term forms 
had fallen short of the deficits on current account. 


The composition of capital movements in short-term forms differed between 1963 and 1964, the 
principal changes being larger outflows for the private holding of exchange and larger inflows, mainly 


in the early part of the year, from some types of Canadian money market transactions, and from loans 
and accounts receivable and payable. 


DIRECT INVESTMENT The net inflow of foreign capital for direct investment in non-resident con- 
trolled enterprises in Canada continued to contract in 1964, amounting over 
the year to $165 million. This compared with $240 million in 1963. It was the lowest figure since 
1949 and was nearly half a billion dollars below the peak inflow recorded in 1960. 


| The flows of long-term capital in connection with direct investment comprise several streams. 
Some of them are directed to new capital formation or arise from the consumption of capital. Others 
relate to purchase or sale of existing enterprises or assets. Yet others arise from changes in finan- 
cial structure, the interchange of equity and debt financing, recourse to financial markets, shifts in 
financial working capital, etc. Many of these transactions tend to be large and irregular. They may 
|/be either inwards or outwards. At times their net impact may be largely in one direction or the other 
and may substantially obscure any underlying trend of more regular flows. 


This was the case during 1964. On balance there were significant outflows particularly in the 
,Second quarter, covering takeovers and refinancing operations. Abstracting the various special transa- 
-ctions not related to current capital formation in Canada, the remaining quarterly flows appear to have 
/been much less erratic and generally larger than the overall totals, with some tendency to increase. 
The changes in them from 1963 to 1964 appear to have been derived about equally from decreased inflows 
and increased outflows. In general the generation of cash flows from profits and from depreciation 


appears to have facilitated the repayment of somewhat larger amounts of capital than in the previous 
year, 


Manufacturing enterprises and petroleum and natural gas continued to attract substantial capital 
into Canada. Mining gave rise to outflows but some of these arose from refinancing operations and were 
offset by the sale to non-residents of new corporate bonds. Merchandising was also affected by unus-~ 
ually large outflows occasioned by refinancing. 


Geographically, the net inflows from the United States fell to less than two-thirds their 1963 
level and from overseas countries other than the United Kingdom to about half. Net inflows attri- 
butable to the United Kingdom appear to have been larger than in 1963, but refinancing by some inter- 
national corporations more than accounted for the change. 
| 


Preliminary estimates of the movement of capital for direct investment abroad indicate a net 
outflow of $90 million compared with $110 million in 1963. On balance, practically all of the net 
movement occurred in the first half of the year. Perhaps two-thirds of the 1964 net outflow was for 
manufacturing. There were substantial outflows to the United States and to overseas countries other 
than the United Kingdom. Inflows from the United Kingdom in the latter half of the year largely offset 
earlier outflows. 


SECURITY TRANSACTIONS A capital inflow of $619 million resulted from transactions in portfolio 
| securities between Canada and all other countries during 1964, Although 
aigher than for several years, the level has been exceeded on a number of earlier occasions. In part 
the increase over 1963 reflects the depressed level of external borrowing by Canadians during the ex- 
-ended period over which the Interest Equalization Tax legislation was under debate in the United 
States. On balance some $60 million of the inflow in 1964 reflected a net reduction in bonds sold but 
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undelivered to residents of the United States. Other elements of the inflow covered new issues whose 
proceeds were used in whole or in part to repay advances from United States parent companies and were 
accordingly offset by outflows of direct investment capital to that country. 


The enlarged inflow from security transactions greatly exceeded the inflow for direct invest- 
ment in foreign-controlled enterprises - usually the major type of long-term capital inflow - which 


fell in 1964 to very low levels. 


Net sales (+) or purchases I II III Iv Year 
(-) by Canadians 1964 


millions of dollars 


Canadian securities: 


Outstanding - Bonds .... ae Oe BP Gp 2 GP 77 

SOCKS god - 44 - 8 - 5 =) 40) = 97 
Newari SS Ue Siercuakerieietete eters +A +913) -- 100) + 493 hal Oss 
Reticemecmtsuenraste eels - 109 - 96 - 58 = 94 - B51 


Foreign securities: 


Outstanding issues ..... - 4 = 29 = 2 = Dy a 40 
Newel SIStClS tease cieee auciererenene - 4 a= 10) = One 8 - Da 
Retimements) svete eke koleis 2, sF 3 2 + 3) ap 10 


Total =- All countries - 13 + 187 + 69 + 376 + 619 


Undsted SSitaicais: ceateccne wale ciletere ar G “ar AOS) cp BO <r SIG <r 660 
Wiosiacl KGbaedeKonl sogonhaono6 2 BS) 1S Ny ae Same O 23 
OQEherecountcve Seriacpwererseders 4 - 3 + 10 + 1+ 12 


flecting mainly maturities of the heavy sales of previous years. 
retirements to well over a third of a billion dollars, 


The main types of transa- 
ctions which contributed signifi- 
cantly to the increase in capital 
inflows between 1963 and 1964 were 
an increase of $217 million in new 
borrowings by Canadian provincial 
and municipal governments and cor-= 
porations and a reduction of $72 
million in the outflow to repur- 
chase outstanding Canadian equities, 
The net inflow for the purchase of 
outstanding Canadian bonds doubled 
to $77 million. Major changes 
having the effect of reducing the 
increase in the net capital inflow 
were the decline of $133 million 
in new Government of Canada issues 
sold abroad and a swing of $80 
million in all transactions in 
foreign securities from a net sales 
balance of $23 million in 19639t6 
a net purchase balance of $57 
million in 1964, Retirements of 
Canadian bonds held abroad rose for 
the seventh successive year re- 

The increase of $22 million brought 


The accompanying summary shows the composition of the transactions in 1964. The proceeds of 
new issues amounted to $1,053 million, an increase of $85 million over 1963. No Government of Canada 
new issues were denominated in foreign currencies or placed on foreign capital markets in 1964 in con- 
trast to 1963 when the second instalment of a foreign currency issue negotiated in the United States in 
1962 was delivered, Deliveries during the first half of 1964 included the final two instalments, each 
of U.S, $50 million, of a U.S. $300 million issue by a provincial authority, arranged and partially 
delivered in the previous year in connection with the take-over of private utilities. Many provinces 
and all the major municipalities borrowed to some extent in 1964 in the United States capital market. 


There were wide disparities between the timing of offerings and of resulting capital flows. 
Offerings to non-residents of new issues of Canadian securities rose slightly in the first quarter of 
1964 from the unusually low levels prevailing since the Interest Equalization Tax proposal was first 
submitted to the United States Congress in July of 1963. Borrowings by Canadian residents on the New 
York capital market increased during the year with most activity centered around the beginning of 
September when the legislation was promulgated and the anticipated exemption for Canadian new issues 
was established. Most of the offerings in the second quarter of 1964 were taken up in the same quarter, 
however there were substantial offerings in the third quarter which were not delivered until the fourth. 


During 1964 as a whole offerings in the United States amounted to $930 million, appreciably 
higher than in 1963 but somewhat lower than the 1962 total. Normally some part of the new issues 
placed by Canada in the United States is resold by the underwriters there to investors in other coun- 
tries. There was a substantial reduction in the volume of new offerings in the latter half of the 
fourth quarter from the abnormally high levels in September and October. One of the factors accounting 
for this decrease was the decline in long-term interest rates in Canada in this period which narrowed 
the Canadian - United States interest rate differential. The undelivered balance of sales at the end 


of 1964 was only $67 million, half the 1963 year-end figure and onl 


at the end of 1962, 


y one-fifth of the amount undelivered 


‘ 


| 


| 
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New Issues of Canadian Bonds Sold to Trade in outstanding Canadian issues 
United States Residents generally followed the pattern of the preceding 
two years. However, the net outflow of $97 
Un- million for the repurchase of outstanding 
Period Offerings Deliveries deli equities was substantially below that in 1963 
elivered(1) : : 
while the net capital inflow from the sale of 
millions of dollars Canadian bonds and debentures at $77 million 
was twice that in the previous year. Transa- 
1962 Year eM 677 333 ctions in outstanding foreign securities 
1963 is 698 904 127 yielded, on balance, a capital outflow of $40 
1964 F. 930 990 67 million - a swing of $82 million from the net 
sales balance of $42 million in 1963. 
1963 IQ 512 394 451 
Eis0 126 368 209 Net sales to non-residents of out- 
III Q 30 92 147 standing Canadian bonds and debentures took 
IV Q 30 50 127 place in each quarter of 1964, being larger, 
however, in the latter half of the year. The 
1964 IQ 96 130 2 inflow absorbed, on balance, $60 million of 
£5) 236 289 40 outstanding Government of Canada issues and $20 
EIT. 293 87 246 million of provincial and municipal obligations 
IV Q 305 484 67 while Canadians repurchased $3 million of cor- 


poration issues, 
(1) At end of period. 
In only two months of 1964, May and 
July, were there net sales balances of out- 
standing Canadian common and preference stocks to non-residents which made little overall impression on 
the continuing quarterly repatriation of these securities - a salient feature of the past three years. 


Retirements of Canadian securities held by non-residents involved outflows of $357 million, 
somewhat higher than in 1963. A large and rising volume of retirements is to be expected in the light 
of the substantial increasing holdings of Canadian bonds and debentures by non-residents. The series 
also reflect retirements of preferred stock and special repurchases of some common stocks such as those 
arising from the acquisition by provincial authorities of private utility companies; these transactions 
contributed less to the totals in 1964 than in 1963. 


Trade in outstanding foreign securities resulted in net acquisitions amounting to $40 million, 
resuming the pattern of capital outflows established in 1959 and interrupted only in 1963. The net 
outflows in 1964 were concentrated mainly in the acquisition of United States equities. 


Net acquisitions by non-residents of Canadian securities in 1964 increased at a faster rate 
than the net new supply of these securities with the result that non-residents purchased, on balance, 
almost one quarter of the net new supply of all Canadian portfolio securities compared with one fifth 
of the smaller amount raised in 1963. The relative incidence of non-resident net acquisitions however, 
is still below the levels prevailing in the late 1950's. Significant increases in the proportion of 
non-resident participation in the net new supply were apparent for provincial, municipal and corporate 
securities while a decline was recorded for non-resident participation in Government of Canada issues 
in which a major factor undoubtedly was the absence of any new borrowing in foreign-pay issues. 


A more extended review of international security movements in 1964 will be found in the 
December issue of "Sales and Purchases of Securities Between Canada and Other Countries". (DBS Cata- 
logue No, 67-002). 


OTHER CAPITAL FLOWS IN LONG-TERM FORMS Canadian Government non-military assistance abroad in 
1964 took the form largely of payment of the regular 
assessments by international organizations of which Canada is a member, OfLficral® contribuelons, = imter- 
governmental loans, subscriptions to the capital of international investment agencies, and the ex- 
tension or guarantee of export credits. Assessments and contributions both form a part of Canada's 
Payments on current account, while the other transactions, to the extent to which they give rise to 
claims on non-residents are mainly reflected as an outflow of capital in long-term forms. 


The intergovernmental loans extended by Canada during 1964, mainly in the first quarter, 
amounted to $2 million and took the form of additional advances to India for the purchase of aircraft. 
In the final quarter of the year Canada paid its regular subscription of $8 million to the Interna- 
tional Development Association. This institution was established to assist in economic deve lopment in 
less developed countries whose ability to make good use of capital exceeds their capacity to service 


a | 


loans extended on convential terms. To date Canada has paid in to the Association about $41 million. | 
Not all of these funds have yet been used by the Association, and the offsetting liability appears 
mainly in the item for Government of Canada demand liabilities. 


During the year Canada received repayments aggregating $9 million on intergovernmental loans 
extended earlier. This figure was down sharply from the total of $25 million in 1963, mainly because 
the United Kingdom availed itself of the waiver provisions applicable to the Canadian loan of 1946. As 
a result there was no receipt in 1964 comparable to the repayment of $18 million received in 1963. 

Most of the repayments in 1964 were from India and Belgium, as the amounts falling due in 1964 from i 
France and the Netherlands were prepaid in 1962. In addition to the repayments of principal, there 
were receipts of $6 million on account of interest in 1964, which were also affected by the application 
of the waiver arrangements with the United Kingdom. The receipts form a part of the item in the 

current account covering Canada's receipts of interest and dividends. 


A special feature of the capital flows in long-term forms during the third quarter of 1964 
arose under the Columbia River Treaty. As described in the report for the third quarter, Canada re- 
ceived the United States dollar equivalent of $274 million under the Treaty, and reinvested the equiva- 
lent of $220 million in medium-term non-marketable United States Government securities, leaving a net 
inflow from these transactions of $54 million. 


The remaining capital movements in long-term forms in 1964 led to a net outflow of $20 million 
in contrast to an outflow of $50 million in 1963. Included in the figures were net outflows of about 
$130 million and of $40 million in the respective periods arising from loans and advances under Govern- | 
ment programmes related to the financing of Canadian exports - including both agricultural products 
and a wide range of capital equipment provided to developing countries. Other types of capital 
transactions contributing to the balance include bank and other long-term loans, mortgage investments, | 
and movements of insurance funds. 


CAPITAL MOVEMENTS IN SHORT-TERM FORMS Capital movements in short-term forms (apart from changes 

in official holdings of gold, foreign exchange, and 

Canada's balance with the International Monetary Fund) led to a net capital inflow of $89 million in | 
1964. In 1963 the comparable group of movements led to an inflow of $90 million. i 

{ 


Canadian dollar deposits of non-residents rose by $25 million over the year. Residents of the | 
United States increased their holdings by a larger amount, and there was also an increase in the total © 
of holdings by residents of overseas countries other than the United Kingdom. Deposits of residents of | 
the United Kingdom fell. At the year-end deposit liabilities to non-residents aggregated about $545 
million of which about $350 million was payable to residents of the United States, $50 million to 
residents of the United Kingdom, and $70 million to residents of Continental Europe. 


Government of Canada demand liabilities payable to non-residents were unchanged in total over | 
the year. The amount outstanding was $26 million, mainly in the form of interest-free demand notes 
issued to international investment agencies. 


Holdings by non-residents of Canadian treasury bills fell by $16 million during 1964. The 
volume of transactions was about a third lower than in 1963, with sales aggregating $209 million and 
repurchases and maturities totalling $225 million. At their year-end level of $23 million, non- 
resident holdings of Canadian treasury bills were lower than for nearly a decade. Apart from interna- 
tional investment agencies, holdings appear to have been small and scattered. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 
de i ee a a « 
1963 1964 
IV Q IQ> IL Q° = Til 0° > Tyla 


m 10ns oO ie) ars | 


Transactions with all countries 1963 1964 


Bank balances and other short-term funds 


abroad (excluding official reserves)...... he PASS, - 499 25 154 - 125 - 160 -=- 368 | 
CevaGlanacommere a lS aa ni ret. t recur srgieiieci Ai eas} aly 1D 7] - 20 ~ 19 | 
Canadian finance paper ...... afsha Waketersqocuie?-y efeis ay 169 32 67 84 7 11 
Canadian finance company obligations, n.i.e. 69 68 BS 32 315; = 2 = | 
Ailvotter transactione( 1 i. avecwrs ask bate a 233 354 41 35 2 - 

Tote (Pte) ee aon ae! POE EE 76 80 143 Shs: 106 ik7f7) - 164 


a a ee EEE ee, ge ey ae ed eh ce 


(1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 
difference between direct measurements of current and capital accounts. 
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Other types of Canadian money market instruments which were important in short-term capital 
movements between Canada and other countries in 1964 included Canadian commercial and finance paper. 
Some $199 million of the former were reported to have been sold to non-residents, but repurchases and 
maturities totalled $211 million, giving rise to a net capital outflow of $12 million. Transactions in 
Canadian finance paper, on the other hand, gave rise to an inflow of $169 million, heavily concentrated 
in the first half of the year. Gross sales to non-residents totalled $778 million and repurchases and 
maturities $609 million. Additionally Canadian finance companies borrowed some $68 million in forms 
not shown elsewhere in the balance of payments. A related form of capital movement (which is not shown 
separately in the tables) was the net purchase from non-residents under buy-back arrangements of about 
$3 million of Government of Canada obligations of an original term of over one year. The volume of 
such transactions in 1964 was of the order of $75 million. 


Capital movements of a money market character are determined primarily by short-term interest 
rates. Money market instruments vary as to term, currency, credit risk, etc., while the lenders vary 
also in character, requirements and relationships. A wide variety of interest differentials may, 
therefore, be appropriate to a consideration of the capital flows, but treasury bill yields in Canada 
and in the United States may serve as a bell-wether. 


Yields on 9l-day treasury bills in Canada ranged during the year between 3.53 and 3.90 per cent, 
This was half the range in 1963. The comparable range on United States bills was from 3.42 per cent 
to 3.84 per cent. But while the highest yield in Canada was reached in March, when the differential 
between the Canadian and United States rates was 0.36 per cent, the highest yield in the United States 
was reached in December when the differential had been practically eliminated. Ninety-day forward ex- 
change cover for United States dollars ranged on an annual rate basis from a cost of 0.28 per cent to 
a yield of 0.37 per cent. The protected differential advantage in purchasing Canadian as against 
United States treasury bills exceeded four-tenths of one per cent briefly in the spring and again in 
the early summer, Throughout the final quarter of the year, however, a net advantage in United States 
as against Canadian bills was indicated. Theoretically movements of interest arbitrage capital should 
continue to a point where the cost of exchange protection offsets any remaining interest differential. 
In practice nominal differentials are often too narrow to motivate transactions and not all purchases 
by non-residents of money market instruments are hedged by forward exchange contracts, 


Holdings by Canadian residents of bank balances and other short-term funds abroad rose by 
nearly $500 million in 1964 - an unusually large net change. In the first quarter holdings dropped by 
$154 million, but over the succeeding quarters they rose by $125 million, $160 million and $368 million. 
A great many factors influence these holdings. In the last half of the year Canada experienced a net 
surplus on current account, but it has already been noted that a number of factors converged to produce a 
substantial capital inflow in long-term forms. The growth in private and banking exchange holdings may 
be viewed in some part as temporary employment of these funds, Well over half the net increase in 1964 
represented "swap deposits" of the type described in the report for the third quarter, and may be pre- 
sumed to have been influenced in some measure by demands for forward exchange. Major changes probably 
occurred in the structure of both demand and supply in the forward market during 1964. At the be- 
ginning of the year impending large receipts from special wheat transactions were substantially in 
excess of the forward position of the Exchange Fund Account. Over the year these wheat contracts were 
filled; the growth in holdings by non-residents of short-term Canadian money market instruments (which 
are understood to be generally covered by forward exchange contracts) came to an end with the changing 
structure of short-term interest rates; and the world's exchange markets suffered severe shocks arising 
from the difficulties experienced by the United Kingdom. 


All other capital movements in short-term forms, including changes in banking and other loans 
and accounts receivable and payable, as well as the balancing item representing the difference between 
direct measurements of the current and capital accounts, gave rise to a net inflow of $354 million in 
1964, 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Although Canada's official holdings of gold and foreign exchange continued to rise during the 
fourth quarter of 1964 as a whole, the rate of increase declined sharply and in the final month of the 
year there was a decline. The factors giving rise to this strength have already been noted. The de- 
cline in December exceeded the effects on Canada's official holdings induced by transactions during the 


month with the International Monetary Fund. 
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United States Dollar in Canada 


nn 


Noon 


High Low Close average 


Canadian cents 
1963 EVEO 108.09 MO 2 108.06 107.83 
1964 Ag 0) 108.09 107.94 108.06 108.02 
Ei® 108.25 108.03 OSH LS 108.09 


TLE Q tOG.22 107.50 107.50 107287 
IV Q 107.63 LOT. 25 107.38 107.46 


The increase in official holdings of 
gold and United States dollars during the 
fourth quarter amounted to $53 million, ex- 
pressed in Canadian funds, while corresponding © 
holdings of sterling were little changed. 
During the year as a whole official holdings 
of gold and United States dollars increased by 
$85 million and corresponding holdings of ster=— 
ling $1 million. 


Official holdings of gold and United 
States funds, expressed in terms of United 
States dollars, amounted to $2,674 million at 
December 31, 1964. This was $79 million 
higher than at the beginning of the year, but 


The net increase in Canada's official holdings of gold and United States dollars in 1964 represented a 
little more than half the increase in the world's stock of monetary gold generated by Canadian gold 
production. Official holdings of sterling continued to be limited to working balances. As in the 
third quarter an agreement between the Bank of Canada and the Bank of England to place a short-term 


credit facility at the disposal of the United Kingdom had no effect on the statistics presented in this 


Bepomne. 


Canada's so-called "gold tranche position'' with the International Monetary Fund together with 
loans made under the General Arrangements to Borrow, amounted to $197.5 million expressed in United 
States dollars, at the end of the year, having increased by $117.2 million in the fourth quarter. The 
total represents the net resources made available by Canada to the IMF, and may be drawn by Canada 
virtually automatically on statement of balance of payments need although Canada would then be under an 
obligation to restore the figure to 25 per cent of its quota which is currently $550 million, i.e. to 
$137.5 million. Additional drawings on the so-called "credit tranche'’ would require further justifica- 
tion. At the end of 1963 Canada's outstanding drawings on the IMF credit tranche amounted to $58.5 
million, and the improvement over the year therefore amounted to $256 million. 


Contributing to the change in Canada's balance with the International Monetary Fund in the 
fourth quarter were transactions in both October and December. In the former month Canada repaid to 
the Fund $57.2 million in United States funds which restored the gold tranche position to 25 per cent 
of the Canadian Quota of $550 million. This gold tranche position had been eliminated by Canada's 
drawing from the Fund in June, 1962. In December Canada's position was increased as a result of 
assistance extended under the auspices of the IMF to the United Kingdom. The latter country drew from 
the IMF the Canadian dollar equivalent of $69 million in United States funds. The Fund simultaneously 


Net balance 
with Inter- 


Official holdings 
of gold and 


ore od United States aoa ae 
dollars ree, 


millions of United States dollars 


1963 II Q 2. {692 - 138 
III Q 2,568 - 58 

IV Q 2 O95 - 58 

1964 IQ 2,466 20 
II Q 2,534 25 

MEAL 16) ZO 80 

IV Q 2,674 197 

October 2,087 137, 
November 2,743 37 
December ZO 197 


a 8 Oe ee 
This table does not include holdings by the Government of Canada at the end of 1964 of $204 million of © 
medium-term non=marketable securities of the United States Government acquired in connection with the 


Columbia River Treaty arrangements. 
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$18 million lower than at the end of June se 
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purchased from Canada $9 million of Canadian 
funds against gold. In concert with a number 
of other countries, Canada increased the 
Fund's resources by making available to it 
under the General Arrangements to Borrow, the 1 | 
Canadian funds equivalent of $15 million. 17 
The balance of $45 million represented a 
drawing down at the IMF's Canadian dollar 
holdings. On balance these transactions added | 
a further $60 million to Canada's net balance 
with the International Monetary Fund. All 
amounts quoted in the last two paragraphs are 
expressed in United States dollar equivalents. 


In Canadian dollar terms Canada's 
balance with the International Monetary Fund 
improved by $127 million in the fourth quarter — 
and by $277 million in the year as a whole. 
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Canada's Accounts with the International Monetary Fund 


Period 
1947 
1956 
1959 
1961 
1962 
1963 3Q 
4Q 
1964 1Q 
2Q 
3Q 
4Q 


(1) This is a cumulative measure of the net resources provided 
dollar equivalent of the change appears as item H2 in the balance of payments statement. 


Canadian assets 


Transactions 
Subs- 
Crip Loans 
tion (GAB) 
(Quota) 
300.0 
250i, 0 
SO) 


Total 
assets 


Canadian iitabdleredes 


IMF holdings of Canadian dollars 


erip= 

tions 
and 

loans 


Transactions 


Subs=- 


Net drawings 
of foreign 
currencies 
by Canada 


Net drawings Sales of 
(-) of Cana- Canadian 
dian dollars dollars 
by other to IMF 
countries for gold 


expressed in millions of United States dollars 


300.0 
300.0 
250.00 
550.0 
Do0...0 


550.0 
550.0 


550.0 
550.0 
320.0 
565.0 


223.0 


LoL. 3 
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84,6 25.0 
50.:3 
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by Canada to the IMF. 


Total 


liabi- 
lities 
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608. 


SES) 
524, 
469, 
ENeyI 


I Nepwoy LO Xen hyax} 


i 
7 
iL 
D 


Canada' 
net 
balance 
with 
IMF(1) 


80. 
Ug 


The Canadian 
Canada's 


net balance with the IMF when positive represents the so-called "gold tranche position" plus 
borrowing under the General Arrangements to Borrow. 


restore its net balance to 25 per cent of the Quota. 


IMF practice. 


This may be drawn by Canada virtually automa- 
tically on statement of balance of payments need, but Canada would then be under an obligation to 


Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 
Since members are obligated to maintain the gold value of the IMF's holdings of 


their currencies, there have been adjustment payments between the IMF and Canada in Canadian 


dollars from time to time arising from changes in the exchange rate. 


These transactions are not 


reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 


shown. 


The adjustment transactions affect the Public Accounts of Canada. 
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Estimates of the book value of total investment in selected Canadian industries have now been 
completed for the end of 1962 and permit the calculation of new ratios of foreign ownership and control. 
The data for the years 1960 to 1962 appear in the accompanying statements which also show 1954, the ) 
earliest year for which data compiled on the current basis are available. 


Foreign Ownership and Control of Canadian Industry | 
{ 


It should be noted that in these series "ownership" refers to the total of long-term capital 
employed within Canada in the particular industrial group. It applies, therefore, to the ownership of i 
obligations as well as of equities of the individual enterprises.(1) The term "control" relates to the) 
aggregate long-term investment in Canada in companies whose principal owners are non-residents. The 
concept is a measure of relationships, implying potential control rather than the degree of autonomy 
exercised. More complete descriptions of the concepts and statistics will be found in the annual 
reports for 1960 and 1961-62 in the Canadian balance of international payments and international in- | 
vestment position. (DBS Catalogue No. 67-201). 


Canadian-owned and Canadian-controlled investments in manufacturing enterprises and in petroleuw 
and natural gas both grew less in 1962 than foreign. Foreign ownership as a proportion of total manu- 
facturing remained, however, unchanged at 54 per cent while foreign control moved upwards by 1 per- 
centage point to 60 per cent, In the petroleum and natural gas industry foreign ownership remained 
relatively unchanged at 63 per cent while foreign control rose about 2 percentage points to 74 per 
cent. Foreign ownership in the Canadian mining and smelting industry remained relatively unchanged at 
62 per cent but Canadian control outpaced foreign which declined 2 percentage points to 57 per cent. 
Foreign ownership of Canadian railways fell 2 percentage points to 23 per cent and control remained 
relatively unchanged at 2 per cent. Foreign ownership of other utilities remained relatively unchanged | 
at 13 per cent while foreign control dropped 1 percentage point to 4 per cent, 


{ 
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Taking into account all the foregoing industries and also merchandising and construction, 
foreign ownership was relatively unchanged through 1962 at 35 per cent, having edged up 1 percentage 
point the previous year, The foreign controlled share of these industries edged upwards 1 percentage | 
point during 1962 to 34 per cent. All of these figures take account of investment in government enter-— 
prises in Canada. The Canadian controlled percentage of the whole group of industries, amounting to 
67 per cent in 1961 and 66 per cent in 1962, included some 22 and 24 percentage points respectively ! 
represented by investments of the public sector. Most of these investments are to be found in railways. 
and other utilities. 


It should again be emphasized that there are broad areas of national wealth not covered in the | 
series, in most of which non-resident ownership and control is relatively insignificant. 


(1) These series fall considerably short of the gross assets of the constituent companies because of 
the existence of short-term liabilities, and the omission both of assets outside Canada and of 
intercorporate assets. 


Foreign Ownership and Control of Canadian Industry (2) 


Non-resident ownership as Non-resident control asa | 

a percentage of selected percentage of selected 
Canadian industries Canadian industries 

1954 1960 1961" 1962 1954 1960 1961° 1962_— 


LL 


Percentage of total owned or controlled by 
all non-residents: 


Industry classification 


EMRE SSHT Googocoaoooc Seno Did CUE ORO ashe Ad 52 54 54 51 59 59 60 
Retrovemum and ina tural. castes! 0%. .c.c.cs isthe c cee 60 62 63 63 69 73 72 74 
Mininecand sme Lting os sase. sso svouevelarsieleleleys one 53 60 62 62 Sil 61 59 57 
Bat lwaye nes Posty. ack Sie evc.chc vite mate wale 3 ehate tahoe sates 35 26 25 23 2 Z 2 2 
Other utilities ..... spiscovicnlasecn ous eel 14 13 13 8 5 5 4 

Total of above industries and merchandising 32 34 aD 35 28 33 33 34 


a ee eee 
Percentage of total owned or controlled by 
United States residents: 


Mant Ae errs nies) cap cd etaretons PRE eee apalete cxgheleleisiae os 41 43 43 42 44 45 45 
Petroleum and natural gas ....., he ae SE ALY, 53 54 52 67 64 63 62 
Mins ae ang me 1 tte oss. ose She drdnnld tiny Si snebeviasas 47 52 54 54 49 me 52 -) a 
esas ee Se A ete patiereee a Ue iS 9 9 9 2 2 2 e | 
er utilities ...... 5 ces, icriy ee Ie ea ae 12 11 11 7 4 4. ees 
Total of above industries and merchandising 25 27 27 28 24 26 26 27 


Se =e eee 
(2) For earlier years see Tables XII and XIV, The Canadian Balance of International Payments 1961 and | 
1962 and International Investment Position. 
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Estimated Book Value, Ownership and Control of Capital Employed in Selected Canadian Industries, 
Selected Year Ends(1) 


(billions of dollars) 


Total capital(2) Resident owned 
Industry classification Seow enemy Loved) a) eh neg eee e Capd tala eee 
1954 1960 1961" 1962 1954 1960 1961" 1962 
Berne STL S | sickens: o.sete.ie ssletoid os Seaas cotta ky Os ae IPP an ey | iksyyal 4.4 ets eye) 6.0 
Petroleum and natural gas ....sscccvcere Ze 6.1 6.4 6.8 0 2.3 2.4 2D 
Other mining and smelting ...... oe ee 1.9 sh8) By 3.6 0.9 ibys 1.3 1.4 
Seese MCW Ty SMe totete ts iol sieves epeiioie: ey.oie..0\ts ole’ 6.6: eax s.Jexe_6° ee 4.1 Dap Dio 5.4 Dini, B79 4.0 4.1 
PMC CL CSc 5 6) c.cie.).0, 6-0, 0.019.0.0 AS org SEO e 53 iy, 1Oe3 10.6 4.6 7.9 9.0 2 
Merchandising(3) and construction ...... 6.1 9.4 9.4 95 5D 8.5 8.5 8.6 
BOA DOVER ales < ace aioe se sb 8ie' 0 00's 0 ae 28.2 149,60 (Pf 47.6 49.0 LOL 29.9 veel: 315.8 
a Pot United States 
owned 
owned capital(4) iocChEReEt LY 
1954 1960 1961 1962 1954 1960 1961 1962 
PeImPSACIAICH I) OO e1 es, oleio lost olepsreuelehe. » ovalacs 6.01803 3.9 6.4 6.8 fepil Sin Boll 54 Sav 
merroleum and natural gas. ....2.cccceves 1D a | 4.0 4.3 1.4 By 2 3.4 Sime) 
Benereminine. and ismelting ......ce0ccssees 110 DO Devil 23 0.9 a7 LS 20 
RAINS), 5 00's 9 0 ohb.e @ ove wis s o's sretetere eheratere! sre 1.4 1.4 1.4 Lis 0.6 0.5 OfD OF) 
Menem iLLELESS  .his.0.0.s ove lsiele%s Scere eS ibe Orns, 1.3 3 1,4 0.6 Pau Lied: LZ 
Merchandising and construction ......... 0.6 0.9 0.9 10 0.4 0.6 0.6 Oni? 
peat Of. ADOVE, ,...++ fs 5 Seg OO ce eet WS 16.5 Theta oe) Wei 12.9 13.2 
Sale Cantedtan Total Canadian 
PER Re Det a and external 
investment in 
investment in Bae Ri ee 
companies controlled ee pe 
outside Canada i . 
United States 
1954 1960 1961 1962 1954 1960 1961 1962 
MEL LIE iy reece ov ietwee'd: 0.6 os 0 wanes os 4,3 Fa ie) 7.8 Lee. 5.4 Syn Soo 
Petroleum and natural gas ....... ew esneres Lad 4.4 4.7 5.0 1.7 359 4.0 4,2 
Mener mining and smelting .........-.0.. 1.0 220 2.10 rae 0.9 Ny 1.8 1.9 
Es acoso ns, 0.0 6.015.690 0 06 0 0 9 0.9.9.06 Of Ore OCT 0.1 Oa 0.1 OnL OnL 
MMR LCS 1,5 eo sc 0s © + 0.90109 0.4 0 0 oce's 08 0.4 (8 ie 0.5 On 0.4 0.4 0.4 0.4 
Merchandising and construction ......... De Orem 1.0. ete Ls Od 50ers 


MTEC ADOVE 2 ons ceca ssavencccesicses SU Eel. a Loy, 16.6 [eae 12.0). deo hs Ga 


(1) For years 1955 to 1959 inclusive see Table XVI, The Canadian Balance of International Payments 1961 
and 1962 and International Investment Position. 

(2) Estimated from "Taxation Statistics" and other sources, 

(3) Estimates of capital employed in merchandising and founded on less satisfactory data than for other 
series and must be regarded as illustrating broad relative magnitudes only. 

(4) The figures shown are in some cases somewhat larger than the corresponding data in statements of 
foreign investments in Canada. "Other enterprises" have been included with manufacturing, and some 
funded debt of governments and municipalities relevant to undertakings in "Other utilities" has 
also been included. 


. Note: Because of rounding and of possible statistical shortcomings in parts of the series, some of the 


year-to-year changes derived from the table may have only limited significance and may from time 
to time be misleading. 


a 20 


Canada's International Investment Position 


This report includes Tables V to X which will be a part of the next annual report on Canada's 
balance of international payments and international investment position, They provide statistics to 
the end of 1962 for the Canadian balance of international indebtedness(1) together with details of 
Canadian long-term investments abroad and of foreign long-term investments in Canada. (Table V showing . 
the Canadian balance of international indebtedness has been revised to include miscellaneous invest- { 
ments abroad by Canadians and to reflect Canada's claims on and liabilities to international financial | 

¢ 


agencies consistently with their treatment in the balance of payments statistics.) The principal 
factors in changes of both external assets and liabilities are usually the flows of international 
capital and the accrual of earnings. Contributing significantly to the growth of Canada's external 
assets during both 1961 and 1962 was the greater value in terms of Canadian dollars of assets denom- 
inated in foreign currency. 


Canada's external assets (including official holdings of gold) totalled $10.3 billion at the 
end of 1962, an increase of $0.6 billion. The total includes $6.1 billion in Canadian long-term in- 
vestments abroad. Canada's official holdings of gold and foreign exchange together with Canada's net 
position in the International Monetary Fund accounted for a further $276 bi lifer, 


Canada's gross external liabilities are shown to have risen to $28.8 billion at the end of 
1962 of which $24.7 billion represented the book value of foreign long-term investments in Canada. The © 
rise of $1.3 billion in 1962 was the smallest since 1955. 


Canada's net external liabilities at the end of 1962 amounted to $18.6 billion, having risen 
from $5.2 billion a decade earlier. By the end of 1964 Canada's gross external liabilities were 
approaching $32 billion, assets $12 billion, and the net balance of indebtedness was about $20 billion. 


The book value of foreign long-term investments in Canada continued to rise during 1962 but at 
a lower rate than for some years past. From $23,591 million at the end of 1961 they rose to $24,729 
million a year later. The increase of $1,138 million was the smallest since 1955 and represented a 
lower relative rate of increase than for any year since 1948. | 
{ 


The largest part of the increase took the form of direct investment in Canada which rose by 
$766 million. Nearly one-third of this amount was invested in petroleum and natural gas, with manu- | 
facturing, mining and smelting, and financial enterprises accounting for most of the remainder. It will, 
be recalled that during 1962 inflows of capital for the acquisition of existing concerns in Canada were | 
unusually large. Other long-term investments in Canada rose by $372 million, the largest part of which } 
was accounted for by net sales to non-residents of government and municipal bonds. There were relativel 
small increases in other portfolio and miscellaneous investments, with reductions in outstanding in- | 
vestment in a number of the industrial sectors, 


United States-owned long-term investments in Canada accounted for 77 per cent of the total 
owned by all non-residents at the end of 1962. This was an increase from 76 per cent a year earlier. 
While direct investments owned by residents of the United Kingdom and by residents of other overseas 
countries both rose, there was a decline in the total of portfolio investments in which repurchases 
from the United Kingdom of railway stocks played an important part. 


Data for a number of types of Canadian long-term investments abroad are published in Table VII 
which provides figures for 1962 and 1963 for the first time. Direct investments abroad by Canadian 
companies rose from $2,628 million at the end of 1961 to $2,821 million at the end of 1962 and to 
$3,136 million at the end of 1963. This increase of over $500 million in a two-year period is sub- 
stantially larger than for any comparable period on record, while the relative rate of increase has 
only been exceeded in the post-war period during the early fifties when the total value of these in- 
vestments was much smaller, A significant part of the increase must be attributed to the greater value © 
in Canadian dollar terms of assets denominated in foreign currencies. The upward valuation effect of 
the change in the exchange rate appears to have been carried over in part from the 1962 totals to 1963. 
There were increases in Canadian direct investments abroad in each year and in each of the areas 
covered by Table VII. The largest increases were in investments in the United States. Canadian com- 
panies engaged in industrial and commercial activity accounted for the largest part of the growth. 


The figures are affected not only by international flows of capital, retained earnings, and the | 
exchange revaluation effects already referred to, but also by some shifts in the character of invest- 
ments. Changes in the distribution of holdings of public companies may cause their statistical classi-_ 
fication to shift between direct and portfolio investment abroad. 


(1) The term includes equity investments as well as contractual borrowings and is used in the broad 
sense generally accepted in balance of payments terminology. 
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Non-residents have a substantial equity in Canadian assets abroad through their participation 
as owners in Canadian parent companies. About $1.3 billion of the Canadian assets abroad are bene- 
ficially owned by non-residents. An entry of this magnitude is included as a liability in the state- 
ment of Canada's balance of international indebtedness. 


Canadian portfolio investment in foreign securities totalled $1,797 million at the end of 1963, 
having risen from $1,471 million two years earlier. More than $250 million of the total increase of 
$326 million occurred in 1962. In that year Canadians purchased, on balance, some $65 million of 
foreign securities, while in 1963 they were net sellers of $23 million. The statistical impact of the 
change in the external value of the Canadian dollar fell entirely in the earlier year, and 1962 also 
saw some shifts to this category of Canadian investment from direct investment. Retained earnings 
accruing to Canadian shareholders enhanced the value of holdings in each year. 


Most of the increase in portfolio holdings occurred in foreign equities which had a book value 
of $1,522 million at the end of 1963. These included nearly $1,200 million of United States stocks. 
As in the case of Canada's external liabilities the values attributed to these securities are the book 
values appearing in the accounts of the companies themselves. Market values would in each case be 
substantially higher. 
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TABLE V. The Canadian Balance of International Indebtedness, Selected Year Ends 1926-62! 


Item 1926 }1930 |1939 | 1945 | 1949 1954 | 1955 | 1956 1958 | 1959 | 1960 | 1961 1962 | 


billions of dollars } 

Canadian liabilities: 
| 

j 


Direct investment VIII, X ............. peek Reena LO Zod ela lke ae tee oso Gers Ose test Cro t 41051 10.9) 11.9] 12.9) 13.7 .otgee 

Government and municipal bonds IX ................. 1.4 Lat La, Le7 1.8 2.1 2.1 1.9 201 2.3 2.6 3.1 3.3 3.4 3a || 
Other portfolio investments VIIT.............c:ce:008 DD Saen| meee Gl eae ta leiser Silence ON meoee 3.2 3.7 4.1 4.4 4.6 4.6 4.7 4.8. 
Miscellaneous investments VIII...............5 0.3 0.3 0.3 Ous 0.3 0.3 0.6 0.6 0.8 0.9 ns 1c3 1.4 i bai 1.7 i 


Foreign long-term investments in Canada 


Equity of non-residents in Canadian assets 


BDIORG cere eth yesececaserpestecs Bera ietetes Fete ior ae Ac 0525) 802 te Once Oneal One 0.7 0.8 0.8 0.9 1.0 eek 12 tas 
Canadian dollar holdings of non-residents ...... Ae Di OF35) Ore |) 0.47] B05) |) One 0.4 0.4 0.4 0.5 0.5 0.6 0.6 0.6. 
Gross liabilities? (icsccaeaeecscscere lee sece 6.4 | 8.0] 7.4] 7.6] 8.7/10.3)13.5] 14.6] 16.7] 18.7] 20.4] 22.4] 24.0) 25.4) 26.6) 
United Statves2i......sc-cssterestess Soda 469) 4D Deaeh Gs.da lle) | OSS s kame oa On| me Laarl 15.5 | 17.0] 18.0] 19.3] 20maq 
United Kingdom? Oy, Telos 8) |e oon eke Oar son | mel One aero Pe 2.8 3.1 3. 2 3.4 3.5 3.5 3.6 
Other countries?‘ OS2a 0, 20nd Osa Onde Oso Osc 1.0 Aves itp) Leg Wel 2.4 Pays) 2.6 
Short-term pavables*.. 5h cccossesesscessetucsercncevenss> 40 ae at O74 50545 | 05 7e | One 0.5 Ou7 TO 1.2 1.6 alan! Ze Qere ( 
Gross: Tabtlities. «ccc. csicccccctshssesseva cevasséssajevecoos 6.47| 8.07| 7.47} 8.0} 9.1/|11.1/13.9] 15.0] 17.5; 19.7 | 21.6} 23.9}| 25.7| 27.5) 2858 
Canadian assets: i 
Direct ANvestment. Viil.wecsceccrscanvrssctcvesesecsvetsvesousee Onda | Onda) Osan Osa oY 1.6 ileal 1.9 ae Beil eis} 205 2.6 2. 8:1} 
Portfolio dnvestmentsi Vill serrrrerceereseceserenrene Oe I RE) SW i) Gh Ga) GAG) WEG) OR Teil, 1.0 Ved Lon Te 1.3 125 17 4 
Government of Canada loans and advances VII _ = _ On PRT ate) | ally 1.6 16 1.6 1.5 1.5 1.5 1.4 1.3; 
Government of Canada subscriptions to inter- ‘ | 
national investment agencies ..........cseoere = = = =| 0,05) 000 |) 0rd 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1, 
Miscellaneous investments? ..........sscserssereteeees - - - - — |-0.1 |}-0.1] -0.1 ~ -0.1] -0.1 = - 0.1 0.2. 
Canadian long-term investments abroad ...... 0.9| 1.3] 1.4) 2.0] 3.6] 3.7) 4.3 4.4 4.5 4.7 4.8 5.0 5.3 5.7 6.1. 
Government of Canada holdings of gold and ! 
foreign exchange VI - — O25) eens 12a BLS eo 1.9 1.9 1.8 1.9 1.8 1.8 2e2 2.7: 
NGUIIME DOSETION IM 2c,.:csassvacevstn cstvetecareressteretersecs - - - _ OFS ONT Onn 0.1 0.1 Oca 0.1 0.1 0.2 0.2; -O.1) 
Other Canadian short-term holdings of : 
OXCHON GC crore rersulsusnseeestnhins oeeoere one eeaevaee : © G - at tas Wy RSL | OG 0.4 0.6 0.9 1.0 1.0 1.2 ileal 1.1! 
| 
GOSS: ABSCESS? oie oecscisicinee cis ee seberccesininee sie CL De RET BH Gisele ll GREY || (se 6.8 7.1 7.5 ter! 8.0 8.5 9.2 9.8. 
Government of Canada holdings of gold, i 
foreign exchange and net IMF position _ _ OSG I Ge ainsi Tee) Bae 2.0 2.0 1.9 2.0 1.9 2.0 2.4 2.6}) 
United States?’ .....,..... Rae svantie Menta aCe Beh “OSE |, ORI |), SIGS y) Gch) Be 28 2.6 3.0 oe 353 3.7 3.9 4.1) 
United Kingdom’ ..... COA ah th Gay a las |) Naas iP ala} 1.4 1.4 1.4 1.4 1.4 ibaa) 5 1.6} 
Other countries’ heres sevsssecscccretteceses On beie Ono reeds | Oso n| Ongs mel. Ol imesce rl aa yal 16?) 1x3 1.3 rd 1.4 15 | 
Short-term receivables? .....,...ccccesscesescrecnsereeeserere ae ote on |) Ghali) pe hel) bt: 0.3 0.4 0.4 0.5 0.5 0.5 025 | 
GOSS ‘assets hci oa ee 1.37) 1.57) 1.97) 4.0] 5.3) 6.0) 6.9 You! 71.5 7.9 8.2 8.5 9.0 9.7) 10.3) 
Canadian net international indebtedness: { 
Net liabilities .................06 Sporerer tte cee einen 5.17} 6.57] 5.57} 4.0] 3.8] 5.1] 6.9 7.9| 10.0) 11.8] 13.4] 15.4] 16.7] 17.8] 18.6 
Government of Canada holdings of gold, 
foreign exchange and net IMF position _ — | -0.5 | -1.7 | -1.3 | -1.9 | -2.0] -2.0}] -2.0/} -1.9 -2.0 -1.9 -2.0| -2.4] -2.6 
Wnlted States si rusecscn ee Seana Pt || SCI GP CECE by al i (GRE |) fea) ait |) GeO) akitsa! 12.4| 13.6] 14.3] 15.4) i6Gme 
Wnited Kingdom cit.cccccteene.s: 2.68| se 2eiG: eoOnip teak |e Osan Osea OS ibe 1.4 1.6 1.8 1.9 2.0 2.0 2.0 
Other countries? ooo... -0.3 | -0.3 | -0.1 | -0.1 | -0.4 | -0.5|-0.2| -0.1 0.2 0.3 0.4 0.8 Deel Te 1e1\ 
Short-term indebtedness? ............:ccessceseseeees Ac ars re Onze OsacalmeOnon| Os 0.2 0.3 0.7 0.7 ila! 1.3 1.6 1.8. 


‘For 1933 and missing years after 1945 unrevised presentation see Tables II and III in ‘‘Canada’s Short-term External Assets and Liabilities 1945-1957’ | 
(DBS Catalogue No. 67-504). j 
2 Excludes short-term receivables and payables. ) 
5 Includes international investment agencies. 
* Country distribution not available. | 
5 Includes reserve against inactive assets. f 
®° Net external assets of the Chartered Banks of Canada amounted to $370 million in 1926 and $180 million in 1930. 
7 Excludes Government of Canada holdings of gold and foreign exchange. | 


Note: As figures are rounded, totals do not necessarily equal the sum of their component parts. Roman numerals refertotables with further detail. 


General note applicable to all statistics of foreign investments in Canada 


Common and preference stocks are included at book (equity) values as shown in the balance sheets of the issuing companies, bonds and debentures art 
valued at par, liabilities in foreign currencies being converted into Canadian dollars at the original par of exchange. } 
Investments in Canadian companies have been classified according to principal activities in Canada. i 

: Investments in Canada shown as owned by residents of the United States and the United Kingdom include some investments held for residents of othe! | 
countries. | 
For more detailed explanations see ‘‘Canada’s International Investment Position, 1926-1954’’. 


TABLE VI. Canada’s Official Holdings of Gold and United States Dollars,! 1952-63 


At end of 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 


millions of U.S. dollars | 


Marcltecsss. caccctet es 1,787.2 | 1,845.3 | 1,827.2 | 1,871.5 | 1,871.4 | 1,923.6 | 1,867.7 | 1,888.3 | 1,856.1] 1,934.9] 1,709.4] 2,600.17) 
TUNG Medics eccasees ees 1,827.7 | 1,750.1 | 1,863.3 | 1,930.4 | 1,899.5 | 1,941.8 | 1,921.4] 1,934.2] 1,773.9] 1,985.2 2,691.67 
September .......ccscecccccseaes 1,855.6 | 1,787.3 | 1,898.6 | 1,936.7 | 1,903.5 | 1,889.9 | 1,888.2 | 1,938.3 | 1,813.0] 1,924.3 2, 568. 3* 
December .........ecesescseesee 1,860.2 | 1,818.5 | 1,942.6 | 1,900.8 | 1,936.2 | 1,828.3 | 1,939.1 | 1,869.2 | 1,829.2] 2,055.8 2,595.04 


* Gold, United States dollars and short-term securities of the United § ounts | 
gua set hobiinen ot the Hank at ceaaga, tates Government held by the Exchange Fund Account and other Government acc 


2 Includes $300 million special international financial assistance. 
5 Includes $650 million special international financial assistance, 
“ Includes $220.3 million special international financial assistance. 
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TABLE VII. Canadian Long-Term Investments Abroad,' Selected Year Ends 1926 - 63? 
Direct investment in branches Portfolio investment in Total 
subsidiaries and controlled companies foreign securities private Government 
Location and year Railways| Industrial | Mining Total Total |, 1one-term | of Canada | Total 
and and and et a direct Stocks | Bonds | portfolio eo ae credits 
utilities |commercial | petroleum investment investment 


millions of dollars 


n all countries: 


LD = a anseasbadseceesscesesans ais = are 4c 397 te, i 493 890 36 926 
1930 ........ a a es ; vi ee oe 789 1, 232 31 | 1,263 
1939 ...... 249 289 123 10 671*| 511 | 208 719*| 1,390 31 | 1,421 
1945 ........ 239 337 138 6 720 | 454 | 167 621 1,341 707 | 2048 
1947. 246 414 155 7 g22 | 426 | 153 579 1,401 1,816 | 3,217 
ee 276 553 91 6 926 | 477 | 161 638 1) 564 2,000 | 3,564 
No sncsccechconris coed 320 7123 117 6 1,166 | 467 | 142 609 1,775 1,922 | 3.697 
MERIT erelstatstitveseescsssrssvncecsserseedoovoveee 438 993 291 20 1,742 767 224 991 2,733 1/635 4,368 
a ircgsacctatsveecseect 418 1, 106 340 27 1,891 | 7385 | 221 | 1,006 2,897 1,587 | 4,484 
1957 .. a 425 1; 198 410 40 2,073 | 811 | 257 1; 068 3,141 1,560 | 4/701 
1958 . 429 1, 250 427 43 2,149 | 868 | 250 1,118 3,267 1,528 | 4,795 
1959 . 457 1; 343 417 78 2,295 | 934 | 249 1; 183 3,478 1,495 | 4,973 
1960 -.. z 456 1, 482 459 84 2,481 | 1,050 | 265 1,315 3,796 15462 | 5/258 
oe Saecsscesnscecosensecene 504 1; 566 446 112 2/628 | 1,195 | 276 1,471 4,099 1,424 | 5,523 
sc ssessiccsececcccocsccarececs 475*| 1,769 463 114 2;821 | 11445 | 278 1,723 4,544 1,301 | 5,845 
1963 ......... as 495 1,931 558 152 3,136 | 1,522 | 275 1,797 4/933 1,285 | 6,218 
n the United States: 
211 176 21 4 412 | 380 | 121 501 913 es 913 
; 312 214 25 4 455 | 317 92 409 864 2 864 
| 217 272 37 5 531 | 283 83 366 897 = 897 
247 413 58 3 721 | 345 98 443 1, 164 aa 1, 164 
| 288 549 71 4 912 | 289 87 376 1, 288 - 1, 288 
| 393 710 175 15 1,293 | 539 89 628 1,921 = 1,921 
| 378 804 190 22 1,394 | 589 84 653 2,047 = 2,047 
| 380 833 206 32 1,451 | 593 | 118 711 2 162 = 2) 162 
| 379 833 197 31 1,440 | 659 | 111 770 2; 210 c 2/210 
382 862 191 63 1,498 | 734 | 111 845 2; 343 cE 2,343 
| 374 971 223 64 1,632 | 827 | 120 947 2/579 = 2,579 
| 420 1,018 240 78 1,756 | 938 | 119 1,057 2/813 — | 2,818 
431 1, 092 225 15 1,823 | 1,124 | 116 1) 240 3,063 | 3,070 
438 1,132 309 109 1,988 | 1,197 | 111 1/308 3; 296 7| 3/303 
} 
Kingdom: 
. || ia - 53 a 6 59 22 21 43 102 = 102 
i. 3 a 1 54 26 
a 4 = = 64 26 26 52 116 1,331 | 1,447 
= 58 es 1 59 21 19 40 99 1,434 | 1:533 
1 73 z = 74 17 17 34 108 1,394 | 1,502 
2 128 = 1 131 29 17 46 177 1,202 | 1,379 
3 135 3S 1 139 30 16 46 185 1,179*| 1,364 
3 168 % 1 172 33 15 48 220 1,171} 1,391 
3 196 i, 1 200 27 14 41 241 1,125¢| 1,366 
z 1 235 25 12 37 272 1,108] 1,380 
ie 340 092*| 1,391 
14 240 a 3 257 26 16 42 299 1,092¢| 1,391 
12 271 a 5 288 45 16 61 349 1, 074 ; 
| 9* 327 = 8 344 51 16 67 411 1,057¢| 1, 468 
an Snead 6 371 Bs 8 385 53 16 69 454 1,039] 1,493 
5S 
988 ees Commies 7 30 17 id 54 1 15 22 16 - 76 
7 34 28 mn 69 7 12 19 8 - 188 
8 47 30 4 85 7 11 18 03 - 03 
: a1 ail fans Talbots! (ee 14 102 a 102 
d 83 72 = 159 7 21 28 187 - 187 
8 85 98 a 191 7 21 28 219 219 
8 93 131 3 235 7 21 28 263 = 263 
7 102 150 7 266 8 21 29 295 34 329 
8 120 153 10 291 8 19 21 318 35 353 
LH fore Abe lonesome Saeed oe em Oe Lok 
| 18 132 162 36 336 12 31 43 379 25 404 
| 17 154 165 30 366 13 29 42 408 29 43 
\ 
2 153 299 31 330 
SW ini no 88 om lems asl 4a] Vato eS 
21 31 88 2 142 | 110 33 143 285 485 770 
| 23 31 14 2 70 | 105 36 141 21 566 77 
25 39 26 2 92 | 155 30 185 28 805 
ee relat el wey Tat = ee Potten 
281 496 38 
34 104 73 4 215 | 178 | 103 278 521 369 890 
aw ie Bs : eh Ra Wea 274 545 352 897 
f A 30 5 fs | ier | iid 298 591 335 926 
58 150 80 a Sn ee 312 617 320 937 
57 182 61 5 305 | 201 | 111 aa 212 903 
x 76 5 3ig | 258 | 115 373 
) 34 374 84 5 397 | 259 | 119 378 175 210 985 


an 4uuesgaclude investments of tnsurnce companies en banks (held mainly ageinst llebilities to non-residents), subscript companies (Table V). 
Table V). Figures include the - 2 
hes ror ag oo ee er teanie Be edied espa of International Payments, 1961 and 1962, and International Investment Position’’. 

’ United Nations. 

: Daten dofened interest amounting to $22 million at the end of 1956, and to $44 million at the end of subsequent years. 

5 Includes investments in Newfoundland prior to 1949. 
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TABLE VII. Foreign Capital Invested in Canada, Selected Year Ends 1945 -62 
Classification by type of assets and nature of national ownership 


Long-term investments 
in Canada 


A. Owned by all non-residents 


B. Owned in United States 


1956 | 2957 | 1958 1959 | 1960 


1961 1962 


By type of assets 


Bonds and debentures: 
Government and municipal! 
TR BLUWEVIS ccccccsucernecentstiscscscersssceescase 
Other corporations 


Sub-totals 


seescces 


Prrerrrererrrrtrrrrirrrr sy 


DANTOS Kacvececcseccesiddvececevssssccseusweustesrs 
Other corporation assets? 
accumulating investment 


see eeesecerarccaveveresscevovevorevareroscsaes 


oererovecesovs 


Income 
funds 


eoeevccneces 


ceecccvensersrececes 


By nature of national ownership 
I, Direct investments (controlled 
in country of ownership): 


Bonds and debentures: 
RALIW OY Sic 225 .ccrssccccacsennentcacaveds 
Other corporations 


SUD=COtAIS \..;.cacescsccseceneesseesere 


Capital stock of Canadian com- 
DAMDOS escscrccrcsccpestsecssteenevecerens 


Other corporation assets? 


Total direct investments .. 


II, Government and municipal bonds: 


Ii, Other portfolio investments (not 
controlled in country of owner- 


ship): 


Bonds and debentures: 
Railways: 
Controlled in Canada ........ 
Controlled in other coun- 
ETLOS eruscestccsoscdrscavecteestesss 
Other corporations: 
Controlled in Canada ............ 
Controlled in other coun- 
GLO oreireccesencoves. cooserecsseterereee 


Sub-totals 


Capital stock of Canadian com- 
panies: 
Companies 

CON Ada Tcriccssesseserccaadorstscos 
Companies controlled in other 
COUNtEI OS. weary ns casversecriere: 


Other corporation assets:? 
Companies controlled 
CANACA Sea icccss er rerureneeereeat 
Companies controlled in other 
COUNTDIOS Fe. chess srssceretssveveretnes 


Income accumulating invest- 
ment funds 


controlled in 


in 


ments 


FOeeeeeereveserersesescceeress 


IV.Miscellaneous investments: 


Real estate, mortgages, assets 
administered for non-resi- 
dents, private investment 
COMPANiICS, EtC.. ow..eccorscetececoss 


SUMMARY 


I. Direct investments  .........cscceses 
Ii, Government and municipal bonds 
Il, Other portfolio investments ...... 
IV. Miscellaneous investments 


Total investments 


See footnotes at end of table. 


46 
281 


327 


1, 860 
526 


2, 113 


1, 662 


2, 433 


284 


2,713 
1,662 
2,433 

284 


2,135 
504 
1,496 


4,135 


2,326 
480 
1, 963 


4, 769 


7,991 
2,376 


8,875 
2,686 


249 
818 


15, 569 


255 
879 


17, 464 


36 
781 


817 


32 
1,075 


1,107 


5, 725 
2,326 


8, 868 


6,398 
2,624 


10,129 


2,135) 2,326 


249 255 


3, 748| 4,130 


818 879 


8, 868 
2,135 


10,129 
2, 326 


7, 092 |15, 569 
bo. 


3,748 
818 


4,130 
879 


2,621 
484 
2,181 


5, 286 


9,352 
2,967 


342 
1, 063 


3,112 
492 
2,241 


5, 845 


9, 916 
3,490 


321 
1,285 


19, 010) 20, 857 


32 
1,135 


1,167 


6, 826 
2,887 


10, 880 


2,621 


290 
1,498 


2,274 
252 


59 
21 


342 


4,446 


1, 063 


10, 880 
2,621 
4,446 
1,063 


28 
1,182 


1,210 


7,324 
3,372 


11, 906 


3,112 


286 
1, 523 


2,322 
270 


93 
25 


321 


4,554 


1,285 


11, 906 
3,112 
4,554 
1,285 


3,269 
499 
2,309 


6,077 


10, 480 
3, 965 


264 
1,428 
22,214 


14 
1,211 


1,225 


7, 839 
3, 808 


12, 872 


3,269 


4, 645 


1,428 


12,872 
3,269 


4,645 
1,428 


millions of dollars 


3,438] 3, 737/1,450 
512| 475) 495 
2,400| 2,672] 414 
6,350| 6, 884] 2,359 
10, 865| 11,517] 2, 088 
4,429| 4,433] 413 
266 164 — 
1,681] 1,731] 130 
23, 591| 24, 729| 4, 990 
13 4| 38 
1,346| 1,565] 254 
1,359| 1,569] 292 
8,190| 8,850}1,613 
4,188| 4,084] 399 
13, 737| 14, 503| 2, 304 
3,438] 3, 737/1,450 
497| 470] 457 

2 eagle 

791| 836) 158 
263| 271 2 
1,553; 1,578| 617 
2,395| 2,370] 462 
280| 297] 18 
197| 297| 13 

44 52 1 
266| 164) — 
4,735| 4, 758]1, 106 
1,681| 1,731] 130 
13,737 |14, 503 }2, 304 
3,438] 3,737|1, 450 
4,735 | 4,758 |1, 106 


1,6 


SLjGL ob) 30 536 
3, 591 |24, 729 |4, 990 |11, 789 |13, 264 |14, 441 |15, 826 16, 718 
Sie8 


ee 19, es 857 |22, 214 = 
Et 


4,629 
2, 004 


7, 392 


1, 872 


2,051 


7,392 
1, 872 
2, 051 


2, 061 
166 
1, 666 


3, 883 


2,344 
165 
1, 863 


4,372 


2,764 
159 
1,924 


4, 847 


2, 903 
152 
1, 980 


5, 0835 


6,328 
2,299 


6,679 
2,512 


ire oer 
2,954 


ut 
58 


15, 826 


1,472 
3,294 


255 
489 


13, 264 


342 
536 
14,441 


264 
653 


16, 718 


28 
1,058 


1, 086 


10 
1,116 


1,126 


29 
730 


7159 


28 
1, 004 


1, 032 


24 
1,106 


1,130 


5,196 
2,244 


8,472 


5,515 
2,444 


9, 045 


6, 26 
3,160 


10, 549 


5,922 
2, 860 


9,912 


2,061) 2,344] 2,764) 2,903 


249 255 342 321 


2,242| 2,516| 2,563 


474 489 536 587 653 


8,472 
2, 061 
2,242 

489 


9, 045 
2,344 
2,516 


9,912 
2,764 
2,563 

587 


10,549 
2, 903 
2,613 

653 


474 


1956) 1957 | 1958 | 1959 | 1960 | 1961 1962 


h 
3,38 
14 
2,40 
5, 93 


8,32 
3,70 


TABLE 


Long-term investments 
in Canada 


By type of assets 


onds and debentures: 

'Government and municipal! .......... 
| Railways 
ee corporations 
| 


nt ee cena serene eeeneenseaeewsaeaseeases 


apital stock of Canadian com- 
MRRP cece pecseteccencecccsocestsscrcsevarsass 


ther corporation assets? 
iscellaneous investments 


Total investments .................00 


SS 


By nature of national ownership 
I. Direct investments (controlled 
in country of ownership): 


Bonds and debentures: 
Railways 
Other corporations 


Sub-totals 


Capital stock of Canadian com- 
panies 


Other corporation assets? 


Sena eeeeeececeneeesensesesecesereanes 


Total direct investments .... 


] 

I, Other portfolio investments (not 
controlled in country of own- 
ership): 


| Bonds and debentures: 

Railways: 

Controlled in Canada .......... 

Controlled in other coun- 

tries 

Other corporations: 
Controlled in Canada .......... 
Controlled in other coun- 

tries 


Capital stock of Canadian com- 
panies: 

Companies controlled in 
BAG cc echoes nasvascessbisdasecues 

Companies controlled in other 
countries 


Other corporation assets:? 
Companies controlled in 
“CONEING Ea ae eo 
Companies controlled in other 
countries 


MICU Wrens ties fe oseeticessooscecescesses 


/, Miscellaneous investments: 


Real estate, mortgages, assets 
administered for non-resi- 
dents, private investment 
EEHDETILES CLC. ssecosercecvevecesesss 


SUMMARY 


[. Direct investments .........ccsccecees 
( Government and municipal bonds 
L. Other portfolio investments. ...... 
’. Miscellaneous investments ........ 
| 
Total investments 


I, Government and municipal bonds! 


691 


152 
296 
172 


620 


1, 646 
234 
168 


2, 668 


783 


168 


1,048 
152 
1,300 
168 


25° = 


C. Owned in United Kingdom 


VIII. Foreign Capital Invested in Canada, Selected Year Ends 1945-62 — Concluded 
Classification by type of assets and nature of national ownership 


D. Owned in all other countries 


1957 1958 | 95 1960 1961 1962 | 1945 1956 | 1957 1958 1959 | 1960] 1961 | 1962 

| oe mea 

millions of dollars 

145 145 141 127 147 137 55 111 120} 132 207| 239 242) 213 
290 292 291; 290 288 264 32 26 24 ody 42) 57 50 68 
200 207 206 214 185 178 ahi {i yal’ aki! TID) 115 91 92 
635 644 638| 631 620 579| 118 209 241; 270 360; 411 383| 373 
1,835 | 1,934) 1,983 |2,078 | 2,023 | 2,083 133 634 YONA resXs) 816| 930 948) 1, 107 
270 312 378} 439 515 509 32 93 117} 143 158] 232 260} 221 
177 198 200; 211 223 228 69 176 DIB 3205 498| 564 624| 631 
2,917} 3,088/ 3,199/3,359 | 3,381] 3,399) 352] 1,112] 1,283/1,481 | 1, 832/2,137 | 2,215|2, 332 
4 4 4 4 3 3 - — - ~ _ _ _ - 
42 45 39 46 38 24 14 32 29 32 37| 49 53 55 
46 49 43 50 41 seh 14 32 29 32 37; 49 53 55 
850 938 972|1,057*| 1,072] 1,209 21 307 SISPH| Sits} 430| 519” 539} 681 
267 309 369] 428% 500 470 26 89 113 134 143] 220%} 248] 212 
1,163] 1,296] 1,384/1,535 | 1,613} 1, 706 61 428 494| 539 610| 788 840| 948 
145 145 141 127 147 137 55 111 120| 132 207; 239 242| 213 
285 287 286 285 284 261 32 26 24 27 42] 57 50 68 
1 1 1 1 it _ = - - - _ - - - 
20 23 28 19 3: 4 16 20 43 Dil 49) 41 17 at 
138 139 139 149 144 150 1 20 25 28 PA) 253) 21 20 
444 450 454| 454 432 415 49 66 92| 106 116| 123 88} 105 
910 923 935| 924 860 787 96 239 260; 270 287| 312 320] 324 
75 73 76 97 91 87 16 88 100: 96 99; 99 89} 102 
2 1 4 5 6 30 1 1 1 5 10 7 4 4 
iL 2 5 6 9 9 5 3 3 4 5 5 8 5 
1,432! 1,449] 1,474/1,486 | 1,398} 1,328) 167 397 456| 481 517| 546 509| 540 
beh 198 200 PAL 223 228 69 176 2197953297 498] 564 624| 631 
1,163 | 1,296) 1,384 }1,535 16131|" 1; 7106 61 428 494| 539 610| 788 840| 948 
145 145 141 ul Pit 147 137 Ha) 111 120 132 207} 239 242 213 
1,432] 1,449] 1,474 |1, 486 1,398] 1,328; 167 397 456} 481 517) 546 509} 540 
177 198 200 211 223 228 69 176 213 329” 498| 564 624 631 
3,088} 3,199 |3,359 I 3,381] 3,399| 352] 1,112] 1,283)1,481 | 1,832)/2,137 2,215 2, 382 


* For division into Government of Canada, provincial and municipal see Table IX. 


? Includes net assets of unincorporated branches and other long-term investments. 


" 


TABLE IX. Foreign Capital Invested in Canada, Selected Year Ends 1945 - 62 
Classification by type of investment 


A. Owned by all non-residents B. Owned in United States 


Long-term investments 
in Canada by type 
of investment 1957 1958 1959 1960 1961 1962 | 1945 1957 1958 1959 1960 1961 196 
millions of dollars f 
Government securities: < | 
DO WMTION Ne. scocerccseraccerseeeetarevacacere 726 501 564 612 611 657 7188 682 342 396 383 382 416 5, 
ProvinGlal Nive. cetecsovierdessterarerass 624 1,165 AonG 1,585 1, 632 1,743 1,862 574 1,099 1, 207 1,509 1,544 1,641 | Gane 
Municipal cits: scessssenco-s sa scersetawve~s 312 660 781 915 1, 026 1,038 1, 087 194 620 741 872 977 992} igi 3 
Stip-totals oii secrete. sez 1,662 | 2,326] 2,621] 3,112] 3,269] 3,438] 3,737] 1,450) 2,061 | 2,344) 2,764] 2,903] 3,049 ty | 
Manufacturing: 
Vegetable productS .....cesceceeesere 268 577 608 664 720 749 787 199 440 469 509 551 586 6 
Animal products <ciccc..csvossrovevsuses 61 108 114 128 132 145 149 47 96 102 ITS 118 132 1 
PP CXGITES oo scccctysccccectoeracenscducvenecoce 83 128 135 140 141 148 142 41 ek 713 719 84 93 | 
Wood and paper products . os 455 1,166 1.200 | oie Lolo 1,410 1,467 383 986 1,021 1,026 15 116 1,207 | oe 2, 
Iron and products ......... ie 319 1,198 | 1,312 1,451 1,580 1, 647 1,744 297 971 1,038] 1,172 1, 286 1,339} 1,4) 
Non-ferrous metals .........ceceseee 274 103i 1,103 1,153 3 U3 Has: 1085 Vaan 209 813 879 928 928 973 gi - 
Non-metallic minerals .............. 57 179 207 221 276 286 310 48 111 129 142 15% 158 18) 
Chemicals and allied products 169 582 617 660 698 768 810 124 418 444 473 492 553 5 
Miscellaneous manufactures .... 37 82 85 92 98 108 116 34 76 719 86 92 101 1} 
Sub-totals (excluding petro- i 
leum refining) .................. 1,723 | 5,051 | 5,381] 5,726] 6,115] 6,446] 6,736} 1,382] 3,982] 4,234] 4,530] 4,818] 5,142] 5, a 
( 
Petroleum and natural gas .......... 160 | 2,849 3,187 | 3,455 | 3,727 | 4,029) 4,274 152: |) 2,570) |) 2; S66 es. OGr eros 184" 3,444] 3,5) 
Other mining and smelting .......... 356 1,570 1,657 less} 1,977 | 2,094] 2,270 277 1, 307 1, 386 ilps le biel CO 1,821| 29h 
Public utilities: 
FUATIWAY Silas ccvtssecvaeretittouessttsecteress 1,599 1, 396 1,413 1, 405 1, 406 1366 | 1,270 7120 489 489 472 479 506 4 
Other (excluding pipelines and | 
public enterprises) .............008 493 661 712 739 7143 656 696 374 471 523 544 Son 513 8} 
Substotals sce fhscbstsccccetiedees 2,092 | 2,057| 2,125] 2,144] 2,149) 2,022) 1,966] 1,094 960; 1,012| 1,016;) 1,030; 1,019 1,0 
Merchandising 22.5608. c.cisscdevteatesene 220 filo 7184 878 872 917 966 158 508 549 612 608 629 6. 
Pinan alee sccsesy cesta oenes osssete steer ate 525 1, 782 1, 93810 2, 1908— 2, 380 2, 616i 2,683 285 1, 202 1,314] 1,471 1,587 1,775} sles 
Other enters CSitcic-cssc.-cnsavacitse secs 70 235 254 284 297 348 366 62 185 200 225 234 282 
Miscellaneous investments .......... 284 879 1, 063 L285 1, 428 1,681 Liou 130 489 536 587 653 834 8 
Total investments ................ 7,092 | 17,464 | 19,010 | 20,857 | 22,214! 23,591 | 24,729] 4,990) 13, 264/ 14,441| 15, 826| 16, 718] 17,995} 18, 9. 
L 
C, Owned in United Kingdom D. Owned in all other countries 


1945 1957 1958 1959 1960 1961 1962 | 1945 1957 1958 1959 1960 1961 196° 


millions of dollars 
Government securities: 1 


Dominion _ 64 65 60 48 | 50 48 44 95 103 169 181 191 1} 
Provincial 45 47 47 48 47 67 60 5 19 22 28 41 a0 { 
Municipal 112 34 33 33 32 30 29 6 6 y 10 uli 16 | 
Substotalsiy..c.ncse-co enc 157 145 145 141 127 147 137 55 120 132 207 239 242 2 : 
Manufacturing: 
Vegetable products .......sessees 66 125 124 131 137 136 136 3 12 15 24 32 27 : 
Animal products 6 6 6 7 8 7 7 8 6 6 6 6 6 
Textiles <trrre scr eee ee eee 38 DS 60 59 55 53 48 4 2 2 2 2 2 
Wood and paper products.......... 64 160 155 159 167 174 188 8 20 24 26 32 29 
TON ANG PLOAUCTS) .o-ce-ceeevesarees- oe 12 168 202 194 201 209 209 10 59 72 85 93 99 1 
Non-ferrous metals saueaswese 64 192 195 192 188 177 183 1 26 29 33 39 35 
Non-metallic minerals 8 34 40 45 55 54 66 1 34 38 40 70 74 \ 
Chemicals and allied products 36 142 146 153 169 176 183 9 22 Pl 34 37 39 uy 
Miscellaneous manufactures .... 2 5 5 5 5 6 6 1 1 1 1 1 1 | 
Sub-totals (excluding petro- | 
leum refining) .................... 296 887 933 945 985 992 1,026 45 182 214 251 312 312 3 
Petroleum and natural gas .......... 7 108 134 162 270” 296 355 1 171 187 185 273 289 3) 
Other mining and smelting .......... 60 162 171 160 152 148 184 19 101 100 110 124 125 1) 
Public utilities: 
Ball WAR: on. leoias Raw nos gos | 784| 794| 783 1 
Other excluding pipelines and iD 699 618 73 123 130 150 172 161 | 
public enterprises) .............. 90 P12 115 125 125 76 78 29 718 714 10 67 67 i 
Sub-total ...5...;cccke eas 896 896 909 908 880 1715 696 102 201 204 220 239 228 7 
Merchandising: wasn. catceceeee 57 174 197 225 214 238 241 5 33 38 41 50 50 tt 
inancial. oe wena owe trate 186 332 360 413 469 512 487 54 248 264 306 324 329 3 | 
Other enterprises ...ccccscecscssecesecssese 6 36 41 45 51 50 45 2 14 13 14 12 16 i) 
Miscellaneous investments .......... 85 177 198 200 211 223 228 69 213 329 498 564 624 6 
Total investments 


se seesseseenvene 1,750 | 2,917] 3,088] 3,199] 3,359] 3,381] 3,399] 352] 1,283| 1,481] 1,832] 2,137| 2,215] 23) 


gay 


TABLE X., Foreign Direct Investment! in Canada, Selected Year Ends 1945 -62 
Classification by type of business 


A. Owned by all non-residents 


B. Owned in United States 
Direct investment in Canada 


by type of business 


1945 


1957 


1958 


1959 


1960 


1961 1962 1945 | 1957 | 1958 | 1959 


1960 1961 


millions of dollars 
lanufacturing: 
Vegetable products ..........cccssccsrseee 200 492 521 578 637 648 691 140 375 403 442 488 504 539 
EE IDIODUCES: .cceccssssnsessnssnsesnosenses 47 98 105 119 122 135 140 44 89 95 108 111 125 129 
SMM IME Peres cu ceuccsneOserscoucscrssdessoesosess 56 108 115 117 118 122 124 28 62 63 68 72 718 82 
Wood and paper products .......... 348 924 945 951 | 1,033 | 1,064] 1,098 316 798 819 822 886 939 950 
| TRON ANG, PrOGUCts. ..........csccsocessscssscees 277 | 1,089} 1,205} 1,345} 1,441 | 1,504] 1,584 272 896 961 |1,095 |} 1,198 | 1,248 | 1,326 
Non-ferrous metals ...........cssssessseees 211 867 926 977 983 | 1,020 | 1,022 203 789 845 892 890 931 939 
| Non-metallic minerals... eee 43 157 174 198 240 249 265 39 101 110 127 134 140 136 
Chemica] and allied products ........ 144 561 595 637 671 741 780 118 405 434 460 478 538 565 
| Miscellaneous manufactures .......... 33 80 82 89 97 106 115 31 15 76 83 91 100 109 
| Sub-totals (excluding petroleum 
ROMANS) acct cccc cxvicsecacseceuseessasser® 1,359 | 4,376] 4,668] 5,011] 5,342) 5,589] 5,819} 1,191 | 3,590 | 3,806 | 4,097 | 4,348 | 4,603 | 4, 775 
| 
etroleum and natural gas ose 141} 2,559) 2,816] 3,082/] 3,313] 3,534] 3,786 141 | 2,380 | 2,598 | 2,836 | 2,885% 3,060 | 3,162 
ther mining and smelting.............00 237 1,044 ths 1,223; 1,439] 1,549 1,656 215 971 | 1,030 | 1,146) 1,348}; 1,451 | 1,565 
tilities (excluding pipelines) .......... 375 286 287 282 285 289 294 358 215 216 217 224 228 238 
IGE Ge 5.555. 60c08eacchcsonsescascossuresexs 202 621 684 761 157. 804 853 147 423 458 505 501 520 559 
PRR ae ger ctonccocsactsesecsesssoonscsseeseosxece 339 1,026 1,073 1,289 1,464 1,660 | 1,763 198 719 750 904 1,028 1,171 | 1,281 
‘ther BEORORISCS)Hcccecccssccencsctetratcresssees 60 217 236 258 272 312 332 54 174 187 207 215 251 269 
| MBAS eran ciyccecyocstecsecescesssecscesusoveses 2,713 | 10,129 || 12,872 | 13, 737 | 14,503 | 2, 304 | 8,472 ae 9,912 | 10,549 | 11,284 |11,849 
weal wiles 
| C. Owned in United Kingdom D. Owned in all other countries 
1958 | 1980 | 1960 1961 1962 1945 1957 | 1958 | 195s 1960 1961 1962 
| millions of dollars le 
lanufacturing: 
| Vegetable products ..........c.ccccccssseess 60 110 108 Lah 124 123 129 - Hf 10 19 25 21 23 
“Animal products scecsscssssssseseneeeee 3 5 5 6 6 6 74 I Met 4 5 5 5 4 5 
| eerste cc sacevcsnsnodesposasnscdettyvove 26 46 51 49 45 43 41 2 - 1 - 1 1 1 
Wood and paper products ..........0..0 30 125 125 127 138 115 133 2 1 1 2 9 10 15 
SEMEN DTOCUCES .......ecccseassocsneoceses 4 147 186 180 185 LOL 190 1 46 58 70 58 65 68 
Non-ferrous metals .......sccssecesesees 8 61 63 64 65 65 60 - 17 18 21 28 24 23 
Non-metallic MUNSTAIS: cccecocescsscsssct 4 26 30 34 38 37 49 - 30 34 37 68 72 80 
Chemicals and allied products ...... 19 139 143 150 162 170 177 7 ake 18 27 31 33 38 
Miscellaneous manufactures .......... 2 4 5 5 5 5 5 _ 1 1 1 1 1 1 
| retmine ee cenyepiees 156 663 716 132 7168 155 790 12 123 146 182 226 231 254 
etroleum and natural gas wu... - 64 90 116 20& 234 298 _ 115 128 130 220 240 326 
ther mining and smelting............sss 22 68 77 68 66 62 67 - 5 Z 9 oF 36 24 
tilitles (excluding pipelines) .......... 16 37 41 40 40 38 38 1 34 30 25 21 23 18 
51 167 191 219 208 231 236 4 31 35 37 48 53 58 
nancial Sbaratevesaccesesacavasussssesennuenoresed 98 131 142 168 198 246 234 43 176 181 217 238 243 248 
ther enterprises sccccssscssssssssesees oo 5 33 39 41 47 47 43 1 10 10 10 10 14 20 
ae 348 | 1,163| 1,296| 1,384] 1,535] 1,613] 1,706 6} |, AO), B88) S10) 188) 840| 948 


‘ Direct investment covers investment in branches, subsidiaries, and controlled companies; the figures are part of the totals in Tables VIII and IX. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1964 are preliminary and data for 1963 are subject to revision 


LE 


| 
Millions of dollars 
Current receipts: , | 
1 Merchandise exports (adjusted)i:snsenemeee tem cee errr eee 1,724 1,486 1,776 1,806 2,0n4 . 
3 Gold production available for CxPOrt .......cccccssessecssesceseseseeessesstesesseeneeeeees 36 41 38 36 39 
4 ME TAVE] EX DEM CLEUTe Byam eee cee eet sate cece ere ee es eee es Nee 32 50 132 325 102 / 
5 Interestandsdi vidends; <4. nck eee ee ee 83 42 54 42 85 | 
6 Preight-and-shippingy ee ase ae ee cee ee ees 135 IL ILyi 140 146 157 
{f InheritancessanGeimmil eramcsen ttn C Seeeceneeeresecteen een erence : Shit 27 38 48 36 
sll Allsothervcurrent: receipts occurs errr eee eee eee eee 114 jeatal Was, ible} 112 
12 Totalicurrent receipts. 2..s..cccnces cone ee BAAS) 1,874 Da IRVA 2516 2,945) 
B Current payments: 
1 Merchandise imports (adjusted) .o..cccccesesseseeseeseenes oe Se: el eee I exe) 1,412 02 i (O55) 1,810 
4 Travel expen dituresmes ee ce. sesh ce ence ate ee ee nes 100 iui 7/ 158 207 107 
5 In EOKes teen Gk Givi Cl ern Siena ere essere eee cece eee ere ne 258 200 198 184 287me 
6 Freightcandeshippin paeece corte ee eee, See eee 154 128 161 a7 175 | 
7 Inheritances andvemigrants. fundse secs. eee etre errant Sy 38 42 49 Be OU 
9 Officials con tribuplomsiyccscccccsre ce cevscecse te eee cote eee eens eeeart 9 15 iW7/ i155 14 
11 All other current payments DP Ze Zae7, 213 220m} 
12 Total Current PAyiMeMmes noc. scc-scsccsovsaeescneessavevscecauacosnssusugrscesnseessveces (ove 2,342 Pg NDP 2,495 2,500 2,666 
(; Current account balance: 
1 Merchandise: trade pees omens ce ence cee ee + 142 ap dh + 74 + 151 + 204504 
2 Othertransactionswexcludins 5 O)n eee ae een es eee - 260 - 307 - 261 - 120 =--310 
3 Officialscontributions™ 2-24.50 ee eae Re eee ee - 9 cS) Wks =m) li] = 5) - 143) 
4 TR Ga pete ie ode aN TTL RE RR ed nN is Se Sy on re eae - 127 - 248 - 204 + 16 - 121 
D Capital account: 
Direct investment: | 
1 Direchinvestmentanu@Canadaus sete een ene + 192 sp @// + 50 + 60 + 63 | 
2) DUTECEANVES UITEMIb ae TO Cleese seer terrane ier are ca SBS) mae D. SM oe All - 30m 
Canadian securities: 
3211 Trade in outstanding bonds and debentures .cceccecsscccssecseeeseseeseseeee + 24 + 23 27, - i - fei 
32 Trade in outstanding common and preference StOCKS ....ecccceeeeeeee: - 32 - 56 - 44 - 27 - 42 
4 NGWLISSIeS itt seca en tere nee Hee A Rn MONS | See nu Rens Steed + 387 + 408 + 394 + 100 66 4 
5 Retirements cece er ee, oe Lok ITS FOCI Aen ent Onn aaa Saban - 120 - 52 =i 173 - 40 - 707 |} 
6,7,8 Foreign Securiti esis meee. n-tneeee ee ee Oe, - 2 Eo P. 4 + 24 - 3 - 2 
Loans and capital subscriptions by Government of Canada: ) 
9 AGVanCess etc tg ner tey mie Con ents ae ean om ett Ae eR rd - 8 - - - 8 ~ 1004 
10 Repayments stOyC. ana da mera eee nee ee nc ee ee eee ap Sil - a 6 - + “LOR 
11 ColumbiayRiverirea ty on ete+ ec. cet ere ee eee - - - - < 
13 Mone-tenmucapitalitransact onSinsicen swe eee nee tee i ee, + 3 - 38 - 21 + Gai 
Change in Canadian dollar holdings of foreigners: 
14.1 Deposits hn oe Re ea Se aN in Sac ee se + 92 - 29 + 38 eek Li + 43 
14.2 Government of Canada demand liabilities o....ccccceccccceesceeseseesees - 3 - - 3 = +. 7 
14,3 Canadianstreasuryibills) eee an eer ee eee ee - 61 9 = 7 + 18 - 37 
17 Other capitalemovementse ect a eee ee + 117 ~) 4 + 88 - 114 + 143 || 
E Net capital movement (excluding monetary items shown below) in: 
1 }UopeYezA Sy yal Soh wANSy (QDI Wo) DINED) a cecownccocarcudacsocun’eekeceinardacersncacactebtanalcenanrente + 460 an Sy/'s + 209 + 33 - 4 
2 Short-ternnstormsu(Dk4itop Dy) 1)) pemeerce cee ene eee - 145 - 61 + 106 - 108 + 153 
3 PL Ota erat tise tee «iar See ROM ORE Ant ARR NILE 2h Oi tae ie + 605 + 314 qe SL) = Ja + 149 
H = C+E| Official monetary movements in the form of: { 
1 Change in official holdings of gold and foreign exchange .............. + 101 + 66 =f lead - 145 + 28 
2 Change in net International Monetary Fund poSition ..cccccccssccseseees - - - + 86 a 
3 Other special international financial assistance .o..cccccccccccecsssceseseseeee + 377 - - - = | 
Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 
_ Pe aes trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
the annual reports on ‘‘The Canadian Balance of International Payments’’. 1 ! 


A vee item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1964 are preliminary and data for 1963 are subject to revision 


1964 Annual totals 


i 


if Aga E reals IV 1961 1962 1963 1964 | N 
fo) 
millions of dollars 
A 
7 30 2,197 2,183 Ds MAX, 5,889 6,380 7,082 8, 238 1 
33 41 35 35 162 155 154 144 3 
59 138 B53 iCal 482 562 609 661 4 
58 55 47 IW 209 202 223 287 5 
35 167 1D 168 486 509 560 642 6 
Syl 42 50 43 103 124 149 166 7 
114 116 Wy 2 403 451 449 468 11 
2,160 DSS Pe )5)7/ BUDE) 7,734 8, 383 9,226 10, 606 12 
B 
1,697 2,048 Way 1,966 5) TLO 6,203 6,579 US DS 1 
US) 187 233) 138 642 605 589 TAGS! 4 
Zoi 210 202 317 770 794 869 960 b) 
140 188 191 184 568 595 641 703 6 
40 46 53 52 174 WS 182 191 7 
iP 16 2D 18 56 36 61 68 9 
228 PAT 214 Dah 790 849 862 886 11 
7 '3).0)8} 2,912 2,742 Php, SOY? 8,716 257 9,783 OSS) 12 
C 
ap ais) + 149 + 356 + 162 ate 1/3} ae 177 + 503 + 700 1 
- 364 - 289 - 119 - 313 - 1,099 - 1,015 - 999 - 1,085 2 
- 12 - 16 - 22 - 18 - 56 = 36 - 61 - 68 3 
- 343 - 156 + 215 - 169 - 982 - 874 - 557 - 453 4 
D 
+ 50 + 10 + 30 WS ar 520 oF 495 + 240 oF 165 1 
- 40 - 45 - = 5 - 72> - 109 - 110 - 90 2 
aF 4 + 14 + 37 + 22 + 61 ap 64 + 39 cr Wan Stok 
- 44 - 8 - 5 - 40 + 39 - 116 - 169 - 97 3.2 
+ 142 + 313 + 100 + 498 + 538 oF 728 + 968 + 1,053 4 
- 109 - 96 - 58 - 94 - 300 - 320 - 335 - \5)7/ 5 
= 6 - 36 - 5 - 10 - 34 - 65 +) 23 - So 6,7,8 
- 2 - - 8 - 8 - 22 18 - 10 9 
4 ar a + IL + Ds 37 oF 129 + 25 Sr 9 10 
a ae 5% = - - - + 54 11 
- 36 - 38 + 17 + 37 oF 32) - 116 - 50 = 20 13 
19 - 9 - 37 + 52 34 = 13 + 40 ar 25 14,1 
= = 2) = + 3 - 2 - 4 + ik - 14,2 
at 4 + 14 - 16 - 18 = 58 fF 4 - 27 - 16 14.3 
ae ES) + 106 - 177 - 164 388 oP 374 + 76 80 17 
E 
- 37 + 116 + 171 + 477 Sir 910 or 668 + 613 ap Weag 1 
S36 + 108 = 230 - 127 oF 362 ap 361 + 90 ate 89 2 
se Skah + 224 - 59 + 350 + 1,272 + 1,029 + 703 ae 816 3 
H=C+E 
- 127 + 62 + 97 + 54 ae 229 AP 537 + 60 ate 86 1 
a ets) + + 59 + 127 et 61 - 378 + 86 a6 Bit 7) : 
- ~ Sy -, — a 4 = os 


—————————————————————————— 
Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


i i j i i i tional money market 

D 17 This item includes mainly changes in private and chartered bank holdings of exchange, interna J } 

transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts, 


H 3A minus sign indicates a receipt by Canada. 
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FIRST QUARTER 1965 


. The first quarter was a period of continued rising levels of economic activity in both Canada 
and the United States and in some other countries, and this was reflected in record levels of inter- 
tional trade for the winter period. Among events of special significance for the balance of payments 
s the announcement by the Administration of the United States of a series of measures designed to 
duce the imbalance in the United States balance of payments. The more discernible effects of these 
licies during the quarter on the Canadian balance of payments were in certain groups of capital flows 
scussed below. 


Summary statement 


1964 1965 
1963 1964 ae 
IG" “TL TEIO4. /1VI9 I Q 


millions of dollars 


” meirndice: trade: balance .2cecccossocces (+ 503 + 700 


ae SiS) gp dls) cp Sibye + i62 =e i 

Deficit on non-merchandise transactions —al OOOR— Las - 376 - 305 - 141 = sisi - 351 
-. 
Current POUL OALGQCE, yscseivecsmesease << .So/ = (453 = 363 poe 156% 215 - 169 - 408 
® MOMMIES CD) EerNetacees Socio cece ce F 703 + 816 + 301 + 224 = 59 + 350 + 336 
ME LOTUS Wea osc eesseessece ss + 613 + 751(2) - 36 +113 + 218(2) + 456 + 148 
if | Short-term forms e@eeeveoereeeseeeeoeoereexee20 Se 90 + 65 + 337 + 111 ae PIT = 106 + 188 
Change in official holdings of gold, 

foreign exchange, and net balance with 

International Monetary Fund ........... + 146+ 363 = eZ te 68 ce 156 ToLst - 72 


Bp, ° 


_— 


/(1) Excluding change in official exchange holdings. 
(2) Including net receipts of $54 million under the Columbia River Treaty arrangements. 


At $408 million, Canada's current account deficit in the first quarter of 1965 widened $65 
million, or 19 per cent, over $343 million in the first three months of 1964. The latest deficit was 
higher than that for any first quarter so far in the Sixties. 


The increase in the deficit was attributable wholly to the worsening in the trade balance. 
When adjusted for balance of payments purposes, this registered a change of $90 million from a surplus 
/of $33 million to a dificit of $57 million in the March quarter of 1965. This trade deficit is the 
first since the second quarter of 1962, when the import balance stood at $40 million. 
| 3 


The deficit on non-merchandise transactions declined to $351 million, a level about midway 
between $376 million for the first quarter of 1964 and the average for the same period of the three 
preceding years. 


Over two thirds of the $65 million addition to the current account deficit arose from trans- 
-actions with the United States, and the remainder from transactions with overseas countries other than 
\the United Kingdom, With the latter country, the current account surplus increased 10 per cent. 


A shift to a merchandise import balance 
| 
| Despite a drop of nearly $60 million in the shipments of wheat and flour on Russian account 
between the first quarters of 1964 and 1965, merchandise exports increased $95 million or 5 per cent to 
$1,825 million, while merchandise imports expanded $185 million or 11 per cent to $1,882 million. 
Following the usual practice, "Trade of Canada" totals have been adjusted for use in balance of payments 
‘Statements. The effect of the adjustments in the first quarter of 1965 was to transform a surplus of 

a) $5 million on recorded trade to a deficit of $57 million. One year previously a "Trade of Canada" 


‘Surplus of $129 million was adjusted down to $33 million for balance of payments purposes. Progress 


| 


payments on defence goods have constituted the bulk of additions of roughly $40 million and $35 million 
respectively to recorded imports in the first quarters of 1964 and 1965. Deductions from recorded 
exports of under $55, million and $25 million respectively reflected adjustments in the two periods for 
wheat shipped earlier and for differences between progress payments and deliveries of military aircraft, 


The gain of $95 million in merchandise exports could be allocated $56 million to Canadian 
commodities, $10 million to re-exports and $29 million to the above-mentioned adjustments. Largest 
individual gains were indicated in exports of motor vehicles (principally passenger cars), vehicle 
parts, nickel and rapeseed together with other oil seeds. Shipments of motor vehicles rose nearly $20 
million, and the remaining groups increased about $15 million each. Exports of wood pulp, iron ores 
and zinc each gained approximately $10 million. Smaller increases were scattered over various other 
commodities including food items, whisky, newsprint, minerals, semi-fabricated steel, combine reaper- 
threshers and equipment. Shipments of wheat declined $25 million and those of aluminum alloys over 
$10 million. Exports of uranium, railway rolling stock and aircraft each decreased about $8 million 
between the March quarters. Items such as machinery and parts, motor vehicles and parts, tractors and 
pharmaceutical products were included in the $11 million gain in the re-exports. 


The $185 million expansion in merchandise imports between the three months of 1964 and 1965 
cannot be analyzed because commodity details are not yet available for the recent period. A substantial 
increase occurred in the fourth quarter of 1964 in imports of machinery, some industrial materials and 
consumer goods. In line with the high levels of some areas of Canadian production, investment and 
rising inventories, it seems likely that the preceding groups and also automobile parts have contributed 
to the import rise in the quarter under review. 


Deficit on services and other non-merchandise items 


Major Items in the Balance on The $25 million decline to $351 
Non-Merchandise Transactions million in the deficit on "invisibles" 
originated from improvements in the balances. 
for travel, income, migrants' funds, govern- 
First three months Change ment defence expenditures and gold production 
1963 1964 1965 in 1965 available for export. As an offset official 
contributions increased and the deficit on 


millions of dollars freight and shipping account widened slightly, 
Gold production available Total payments of interest and 
FOLMEXPOT severe rece omate Ret Ske eS + 2 dividends remained stable at $231 million in 
EXOVCL sees career ents ne twr (= 01. eae JOR FO9. eee the first quarters of 1964 and 1965, owing 
interesie and dividends a... loo) 178 GG 7) to offsetting changes in the interest and | 
Freight and shipping ..... - Il -<- 5 - 9 - 4 dividend components. A decline in dividends | 
Inheritances and migrants' paid by some Canadian subsidiaries to their 
funds Piss sevses com cerer SLi a D sp ap WIL non-resident parents was offset by a sub- 
Oftictal® contributions... = 5) = si2- = 323 - ll stantial payment to a parent company during 
All other current trans- the quarter on a special block of shares not | 
BGCLONS Vises ccnecee: = LULL =a. = hor ters previously eligible for dividends. Small 
Balance on non-merchandise increases in both interest and dividends 
(SCO ELON Gacucoascag = S22 2 SiG = Soil se 25 combined to raise the total of receipts from 


Sis miliion, to. S65) mill lions 


With payments being stable at $40 million and receipts rising from $31 million to $42 million, 
the balance on migrants' funds and inheritances changed from a deficit of $9 million to a surplus of 
$2 million. An increased number of immigrants and larger per capita funds brought about the rise in 
receipts, The deficit on government account, excluding external aid, declined as a result of slightly 
increased receipts and a fall in expenditures abroad, reflecting an extraordinary settlement in the 
first quarter of 1964 of Canada's share of common military disbursements in the past. On the other 
hand, official contributions rose from $12 million to $23 million, because of larger payments under the 
Colombo Plan and some other economic aid programs. With a slightly higher rise in payments than in 
receipts, the deficit on freight and shipping services increased from $5 million to $9 million. Gold 
production available for export increased from $33 million to $35 million. 


With the receipts and payments on travel transactions with the United States remaining stable 
between the first quarters of 1964 and 1965, the reduction in the overall deficit from $96 million to 
$89 million was attributable to overseas travel. 


Travel Expenditures 


eee 


Interest and Dividends: Payments 
Period Total Interest Dividends 
millions of dollars 
1962 782 274 508 
1963 869 324 545 
1964 960 346 614 
1963 10176) 200 70 130 
IE) 198 90 108 
GIES) 184 70 114 
IV Q 287 94 £93 
1964 iL (6) 231 us 158 
Lt Q 210 94 116 
eh Q. 202 72 130 
IV Q SyLy/ Oi 220 
1965 ik (0) 2a la 154 


First three months Change 
1963 1964 1965 in 1965 


millions of dollars 


Receipts: 
United States .. 45 5S 53 - 
Overseas ....0. », 6 10 ae 
All countries .. 50 59 63 +4 
Payments: 
United States .. 80 13 nek - 
Overseas .esovee 87 42 39 - 3 
All countries .. ey, 155 P52 - 3 
Balance: 
United States .. - 35 - 60 - 60 - 
OVierS@asis venes = 32 - 36 - 29 + 7 
All countries .. - 67 - 96 - 89 +7 


The travel deficit with the United States remained unchanged at $60 million for the three 
months of 1964 and 1965 but was higher than $35 million for the same period of 1963, 
$7 million to $29 million in the deficit with the overseas countries resulted from an increase of $4 


million in travel receipts together with a $3 million decline in Canadian expenditures abroad. 


The narrowing by 


Com- 


parisons between the two quarters may have been affected significantly by the unusual incidence of 


Easter in the first quarter of 1964, 


ticular were greater than usual in the first quarter of 1964, 


As a result Canadian expenditures in the United States in par- 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 


First Quarter 1964 and 1965, and Change Between the Periods 


1964 1965 Change 1964 1965 Change 
millions of dollars 
All countries United States 
Merchandise exports (adjusted) ....ccccceces 1730 1,825 + 95 952 OKC, + 118 
Meeenandise imports (adjusted) ....ccecccese 1,697 IL ytsksy + 185 133 Je geio).s) + 160 
Mecdnee on merchandise trade ..iccccessecses + 33 = 57 - 90 - 281 a Ses) - 42 
PECTIC TENE LTECELPES. sccie'v ceils evcecseceeas 430 465 + 35 283 289 cto 6 
BERPERCUCTENL PAYMENES secccvcsessisesevenece 806 816 = lO 5 5il! 561 + 10 
Balance on non-merchandise transactions .... - 376 S Syl + 25 - 268 - 272 - 4 
MIEN Cen wigde souls ses SU SG eS. Ue eee dee eee’ “2,160 2,290 + 130 £3235 17359 + 124 
EMBED else vis os cls 0% doses cee ee ecb eee be 203 2,698 + 195 S784 1,954 + 170 
Semenceaccount balance ..s. esse eee ev ecesees - 343 - 408 - 65 - 549 - 595 - 46 
United Kingdom Other countries 

Merchandise exports (adjusted) ...cccccccece 266 257 - 9 5 ie 498 14 
Merchandise imports (adjusted) ........-eees 136 142 + 6 328 347 “a9 
Metance on merchandise trade wececesevevcces + 130 = ke - 15 + 184 + 151 = 33 
MPEMCUTDYENT TOCELPES seeds cccsecersscsoess 62 69 reer 85 107 +22 
BEPECUCTGN( PAYMENES criscssscssccsccsvces 112 96 - 16 143 159 + LG 
Balance on non-merchandise transactions .... - 50 =e aed + 23 oe ei: a ! + ppgh 
2 CS or on cs sins vcsvaseaccvccesese 328 326 a 597 605 + 8 
oe oc bak ce bass csetesevesser 248 238 - 10 471 506 + 35 
ME account balance ...ccrecccesccccccos + 80 + 88 + 8 + 126 + 99 - 27 
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Transactions by Areas 


More than 30 per cent of Canada's substantial deficit on current transactions with the United 
States in the first quarter of 1965 was covered by the surplus with overseas countries. This share was 
about the same size two years previously; but on account of the special grain and flour deliveries on 
Russian account, the proportion exceeded 35 per cent in the March quarter of 1964. 


Quarterly Current Account Balances At $595 million the current 
account deficit with the United States 
was greater than in any earlier quarte) 


pa) EL 0 TL IV Q Year and compares with $549 million in the 
first quarter of 1964. This rise from 
millions of dollars the same quarter in the previous year 
United States: was mainly the result of a somewhat mo: 
VOG6 2 ractsis.ctt on - 342 - 426 = Wap - 279 cee rapid growth in merchandise imports 
i (are Aare ar ree = 3552 © JO wate OO - 418 - 1,183 from the United States than in exports 
UG ds tats, arate s - 549 - 512 — E22 - 476 - 1,659 Trade in each direction showed sub- 
WNSKOSY oe ots STA ole = SYS stantial rises; about 12 per cent in 
exports and 13 per cent in imports. 
United Kingdom: But the slightly higher rate of increas 
LGIO20 tvcusic trevenets a5) ap 5) se S' +106 —- 218 in imports was enough to add consider- 
Ocal scala eetetet ey: Sm STi ae ery WE Sea pou’ 16, +7120 "F400 ably to the deficit. Gains in exports! 
TOGR mae ies + 80 oe La0 15h + 196° Ea? to the United States were spread over | 
PQG5 SE Eyarere cs 0 tats + 788 a number of basic industrial materials. 
including pulp and paper, iron ore, 
Other countries: nickel, and petroleum and also include 
TOG Zt sore tege — Ot ee 6 mi 22 a) GOA 30 particularly large gains in shipments 
US) GAoosoc : aye, fo) kM ope CAS) Sy oil ey 7a ee ee 26 of passenger cars and automobile parts 
L9G Ae a akira olelets ulLZoe (ae 216" ea LoL 1 Pee? 8634 and substantial increases in other 
LG Sieh aeerskorserars ae manufacturing goods including agricul- | 


tural and industrial machinery, whisky 

and iron and steel products. There 
were declines however, in exports of certain other basic items including aluminum, copper, uranium and 
aircraft. The upturn in imports reflecting the high levels of investment, incomes, and production and 
rising inventories in the Canadian economy is concentrated in imports from the United States. f 


The deficit from non-merchandise transactions with the United States was again large but com- | 
paratively stable in total. The deficit on travel was unchanged and there was a small rise in the im- 
balance from all other items. A rise in net payments on income account was virtually offset by a | 
variety of smaller reductions in other items. 


With the United Kingdom there was a further gain in the credit balance of $88 million from $80 © 
million last year. This was brought about entirely from non-merchandise transactions as the export i 
balance on merchandise transactions was reduced to $115 million with a slight contraction in exports an 
a small gain in imports. The debit balance on non-merchandise account was reduced to a little more tha! 
half of the deficit in the previous year by shifts in income transactions between Canada and the United 
Kingdom and by the absence this year of some non-recurring transactions on military account which had | 
taken place in the first quarter of last year. | 
| 
With Other Countries the outstanding change was a contraction in the export balance from mercha’ 
dise trade brought about by moderately lower exports and rising imports. While there was a major chang 
through lower exports of wheat, this was offset to a considerable extent by larger sales of industrial | 
materials. Exports of manufactured goods did not increase appreciably. Thus while exports to Eastern 
Europe fell sharply with the reduction in shipments of wheat and there was a small falling off in ship- 
ments to Japan, there were sizable gains in exports to the OECD countries, Australia, the Republic of 
South Africa and other sterling countries. At the same time increases in imports were distributed 
generally except from the Rest of the Sterling Area. 


Canada's net payments on current account exceeded the net inflow of capital in long-term forms 
by $260 million in the first quarter of 1965. This balance was smaller than the corresponding figure 


of $379 million in the comparable period of 1964. The area distribution of these items appears in a 
statement. 


In the first quarter of 1964 Canada experienced a deficit on current account with the United 
States of $549 million and received from that country net capital inflows in long-term forms aggregatin 


Area Distribution of Current Account Balance and Capital Movements in Long-Term Forms 


Current Capital Total of Total of foregoing 
Area and period account movements foregoing items excluding gold 
balance(1) in long-term tome production available 
forms for export 
m ons o ollars 
United States: 
1961 Year = 1,386 931 - 455 - 617 
1962 ie Bs ioe Way 668 - 454 - 609 
1963 4 = 1,183 839 - 344 - 498 
1964 " - 1,659 964 - 695 - 839 
1964 1B (0, - 549 34 yi is: - 548 
II, 18) - Sy? 202 - 310 - 351 
init (0) - 22 255: P33 98 
TAY (0) - 476 473 - 3 - 38 
1965 IQ “ 595 203 - 392 - 427 
United Kingdom and other 
overseas countries: 
1961 Year 404 521 383 383 
1962 ut 248 - 248 248 
1963 ie 626 - 226 400 400 
1964 a 1206 - 213 993 993 
1964 ERO) 206 - 70 136 136 
Ie (0) 356 - 89 267 267 
ieee 10) 337 =90'37 300 300 
IV Q 307 7 290 290 
1965 IsQ 187 =—855 132 32 


(1) Including gold production available for export (attributed to United States account). 


only $34 million. The relatively small receipt reflected uncertainties surrounding the application of 
the Interest Equalization Tax legislation then under consideration by the United States Congress. This 
uncertainty served effectively to restrict Canadian issues of securities in the United States capital 
market, which are normally an important source of Canada's external financing. The remainder to be 
financed in other ways was $515 million; if the production of new gold available for export, which is 
conventionally attributed to the United States, is abstracted the amount approached $550 million. 
Capital inflows in short-term forms from the United States were of the order of $300 million, and the 
balance was derived from transactions with other countries and a reduction in Canada's official holdings 
of United States dollars. 


The first quarter of 1965 was affected by the introduction by United States authorities of 
additional measures to restore balance in their international financial position. Canada's net payments 
on current account with the United States were enlarged, but the enactment of the Interest Equalization 
Tax legislation during the summer of 1964 and the special arrangements which became effective with re- 
spect to Canada had removed a barrier to Canadian new issues and as a result the net receipt of capital 
in long-term forms was also larger. The balance of these groups of transactions required $392 million 
(or $427 million abstracting new gold production). 


In contrast, however, to the situation a year earlier, a net capital outflow to the United 
States in short-term forms (even after a significant drop in private deposits of Canadians in United 
States dollars) offset most of the inflow from that country in long-term forms, leaving a massive balance, 
Settlement of this was achieved in part by drawing down official holdings of United States dollars and 
in part through a substantial withdrawal of funds from the rest of the world. Indeed transactions 
between Canada and the rest of the world gave rise to net multilateral settlements, or receipts applied 
on Canada's account with the United States, aggregating over $400 million. Toa considerable extent 
these movements arose from the important international role of the Canadian banking system. Withdrawal 
from the system of substantial foreign currency deposits by United States residents, together with the 
necessity for financing from Canadian resources a larger balance of Canada's transactions with the 
United States, led inevitably to a substantial liquidation of Canadian claims in United States dollars 
On overseas countries. These developments highlight dramatically the present interdependence of the 
international financial system. 


1964 1965 


Summary 1963 1964 
IQ II Q ELINQ®  TVeQ TQ 


SRE = mt Ons OF coe te: er 


Capital movements in long-term forms ... +613 + 751.--- 36 + 113--—+218-—+.456-—-750 
Capital movements in short-term foxne(l). + 90> +: 65 #337 4+ 111 | -32770 2 10Gg 18€ 
Balance on goods and services ........++-- = su, - 453 = 343. \=" 1560. reeao - 169 - 40f 


Change in official holdings of gold, 
foreign exchange, and net balance with | 
the International Monetary Fund ....... + 146 + 363 - 42 +) 6Cs elo 6 + 181 - 
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(1) Excluding items in final line. 


DIRECT INVESTMENT The net inflow of foreign capital for direct investment in foreign-controlled 
enterprises in Canada is estimated to have totalled $60 million in the first 
quarter of 1965. This compared with $75 million in the final quarter of 1964 and with $50 million in 
the first quarter of that year. Abstracting identified large transactions involving the sale or re- | 
purchase of existing assets, refinancing, etc., the funds from non-residents becoming available for new 
capital formation in Canada were about equal in the fourth quarter of last year and in the quarter 
under review, and were larger than the net movement in either quarter. 


Prominent among the transactions in the first quarter were outflows to reacquire major blocks 
of the capital of forest products and petroleum companies, but there were inflows for the take-over of 
other previously Canadian-owned concerns and to provide additional resources for the financing of trade 


On balance perhaps half the net movement was to the petroleum and natural gas industry, and 
perhaps a quarter was to mining. Large movements to and from other industrial sectors tended to be 
offsetting. 


Geographically most of the net movement was from the United States. 


Canadian direct investments abroad involved an outflow of $35 million of capital in the first 
quarter, including some major transactions for the acquisition of foreign-owned concerns abroad. Most | 
of the outflow was to the United States and was related to manufacturing activity. 


during the opening quarter of 1965 resulted in a net capital inflow of $66 
million, a substantial decline from the $376 million inflow recorded in the previous quarter. Geo- 
graphically there was a net capital inflow of $106 million from the United States which was reduced by _ 
outflows of $21 million and $19 million to the United Kingdom and other overseas countries respectively: 


{ 
SECURITY TRANSACTIONS Transactions in portfolio securities between Canada and other countries | 
| 


Detail of Transactions in Foreign Securities As in the four quarters of 1964 de- 
liveries to non-residents of Canadian new 
1 issues in the first quarter of 1965, although 
964 1965 : : 
ee sa ioe ba aioe of Berane! ee 
ominated international security transactions. 
ee ee Ee New bond issues of corporations, over half of 
millions of dollars which were floated to meet the needs of the 
petroleum and natural gas industries, com- 
Outstanding prised three quarters of the $248 million of 
SIMS 66 5606 =-4 - 29 - 2 = 5 - ll new capital raised abroad and occupied a more 
significant proportion of the total than usual 
New issues ... =94 = 10 =e) - 8 - 26 The outflow for the repatriation of foreign- 
held outstanding Canadian securities, mainly 
Retirements .. ar ve ae SHO Gp af ap for the repurchase of common and preference 
eos SP eee ele eS Oe stocks, reached the unprecedented level of $80 
(A minus sign indicates an outflow of capital from million during the quarter. The retirement of 
Canada.) Canadian securities held abroad required a 
capital outflow of $68 million. 


New Issues of Canadian Bonds Sold to A new offering in Canadian currency by 


United States Residents an international institution partly to re- 
‘ finance an earlier issue about to mature, 
' , Un= largely accounted for a higher than average 
Period Offerings Deliveries delivered(1) outflow of $26 million for Canadian acquisitions 
¥ of new foreign issues, Trade in outstanding 
millions of dollars foreign securities also led to a net capital 
export of $11 million with equities again in 
1963 Year 693 904 122 the major role. Retirements of $3 million of 
1964 " 941 990 73 foreign issues held by Canadians during the 
quarter did not reflect the maturity referred 
1964 18 (@) 96 130 88 to, which can be expected to appear in the 
2L7Q 233 289 32 next quarter's figures, 
TEI) 293 87 238 
IV Q 319 484 i3 
; OTHER CAPITAL MOVEMENT IN LONG-TERM FORMS 
1965 if 0) 276 DEM 118 


In the first quarter loans made by the 
(1) At end of period, Government of Canada to overseas countries, 
apart from amounts advanced under export credit 
programmes, were negligible. There were no capital subscriptions to international investment agencies. 
Repayments of principal falling due in the period amounted to $5 million. Canada's holdings of medium 
term non-marketable United States government securities acquired under the Columbia River Treaty 
arrangement remained unchanged during the quarter at $203,9 million expressed in United States funds. 


The remaining capital movements in long-term forms in the first quarter led to a net capital 
inflow of $52 million. Export financing from Canada directly or indirectly under guarantee or at the 
risk of the Government of Canada resulted in a net outflow of $38 million, about two thirds of which 

were wheat credits to some Sino-Soviet countries. Other capital movements, mainly changes in bank 
loans, resulted in a net capital inflow of $90 million, 


| 
| 
: CAPITAL MOVEMENTS IN SHORT-TERM FORMS Canadian dollar holdings of foreigners rose by $64 million 
as a result of increases of $38 million in deposit liabilities 
and $27 million in treasury bills, reduced slightly by a $1 million fall in Government of Canada demand 
liabilities. 
About three-quarters of the overall increase reflected transactions of international organiz- 
ations and other official accounts. 


Of the groups of capital movements shown separately in the supplementary statement covering 

| “Other Capital Movements" the largest change, as is quite often the case, was in bank balances and 

, Other short-term funds abroad (excluding official reserves). Reversing the pattern of the three pre- 

. vious quarters holdings in these balances were reduced in the first quarter inducing a capital inflow of 
$148 million. This net inflow reflected very much larger inflows from overseas countries and a sub- 

_ stantial outflow to the United States. 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


1964 1965 


Transactions with all countries 1963 1964 
| IQ ny as) TIT O PV IVlO I Q 


millions of dollars 


Bank balances and other short-term funds 


abroad (excluding official reserves) ....-. - 255 - 509 152 - 124 - 160 = 37, 148 
Seeencommercial paper ....cssecesesseeses - 23 - Ii 27 wk Pir, oes EG: et ne a 
BEMETETIANCE PAPET 2.00. cosecsccscscecce 52 168 67 83 8 10 a. 
Canadian finance company obligations, n.i-.e. 69 68 32 B52 ie fe 5 37 
Memeeoeber transactions(1) .-cccccccccccscccee 233 340 36 134 - 52 222 ny) | 


a 
\ 


ei, Total (Item D 17) eoceoereooceoreer ee eoroeeeeeeeeee 76 56 314 109 a‘. 224 a 143 = 124 


| . . . 

— (1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 
4 difference between direct measurements of current and capital accounts, 

+} 


j 
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Net outflows from transactions in Canadian commercial and finance paper of $5 million and $35 
million respectively were largely offset by the $37 million inflow from other borrowing by Canadian 
finance companies (not all of which is strictly short-term). An analysis of the monthly data available 
indicates that a net sales balance of Canadian finance paper in January was followed by repurchase 
balances in both February and March. All other transactions led to a net capital outflow of $21 millio 
There were large movements in both directions with important factors being a sizeable net inflow from 
an increase in foreign currency bank loans to residents reduced by a net outflow due to the running 
down of balances owing on inter-company account by Canadian subsidiaries of foreign, mainly United 


States, parent companies. 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Canada's official holdings of gold and foreign exchange fell by $118 million in Canadian funds 
in the first quarter of 1965, the first quarterly drop in these assets since the corresponding period 
of 1964, Gold and United States dollar holdings declined by $130 million while holdings of sterling 
increased by $12 million. Canada's net balance with the International Monetary Fund increased in the 


quarter by $46 million. 


United States Dollar in Canada Exchange holdings and IMF Balance 


Official holdings oo aan 


Noon of gold and with In@a 
High Low Close End of period national 
average United States 
dollars Moucte 
: Fund 
Canadian cents millions of United States dollar) 
1963 IV Q 2595 - 58 
1964 0) 108.09 107.94 108.06 108.02 
1964 r@ 2,466 20 
TE Oe S108!25 OSs 03 7") 108215) 05. 0S 1) 2,534 25 
5 i i gk 25025 80 | 
TIPO 10822 1O7.50°° LOTESO™ F107" 87 IV Q 2,674 197 
IV Q NOWR6S MO AS TOTS S 107.46 1965 it, (0, DD Isis 240 | 
) 
January 2,668 197 
February 2,649 2125) 
1965 IQ 108.44 LO7S3 1? 107797 e107 ert March 2554 2409] 


Official holdings of gold and United States dollars, expressed in terms of United States funds © 
amounted to $2,674 million at December 31, 1964 and $2,554 at March 31, 1965. As indicated in the 196 
annual report of the Governor of the Bank of Canada, under the arrangements for the provision of credi | 
facilities to the Bank of England, $50 million of the holdings were on deposit with that institution | 
at the year end, 


The improvement in Canada's net International Monetary Fund position of $42,5 million, expresse 
in United States funds, was occasioned entirely by drawings of Canadian dollars from the Fund by other 
countries, 


= st 


Canada's Accounts with the International Monetary Fund 


a Canadian assets Canadian liabilities = IMF holdings of Canadian dollars 
= 
« ; MESES fi. es Gee Red a Sige ee ee ele OAT ada ss 
Transactions Transactions net 
Period Cha Se ere ee ae a one eR = hag ea ee balance 
BaEGe Total Pee Neer an ines Net drawings Sales of Total ie 
crip- Loans assets ae of foreign oy eaennes Ne nedien ee IMF (1) 
tions 5 dian dollars dollars lities 
tion (GAB) ata currencies Bercrhee to IMF 
\B 
’ pezota) loans PS countries for gold 
expressed in millions of United States dollars 
1947 300.0 300.0 225.0 225.0 75.0 
1956 300.0 aly O 210%. 0 90.0 
959 porn ie 550.0 8755 S97) Maya, 
1961 IO Aw - 84,6 ZnO SS PAA? «Ah 
1962 SO} AG, 300.0 DOS 688, 2 —s LOZ 
1963 550.0 2 TS) 608.5 =! BOD 
maeeo4 §=61Q 550.0 - 58.8 - 20.0 BZ ORG/: 20m 
2Q OO) - 5,0 Syed PAS | 
3Q S10) 50 - 50.0 =) 50 469.7 80.3 
4Q aS) a6) HOS IAG, mG ow wy - 69.0 hes () S07) <5) EO il 
1965 1Q 565.0 274055 325.0 240.0 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 

dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 

| net balance with the IMF when positive represents the so-called "gold tranche position" plus 

borrowing under the General Arrangements to Borrow. This may be drawn by Canada virtually automa- 

tically on statement of balance of payments need, but Canada would then be under an obligation to 

| restore its net balance to 25 per cent of the Quota, 

| Note: The statement is expressed in terms of United States dollar equivalents in accordance with the 

| IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, there have been adjustment payments between the IMF and Canada in Canadian 
dollars from time to time arising from changes in the exchange rate. These transactions are not 

reflected above because the series are shown in United States dollar equivalents, and do not 


appear in the balance of payments statements because only the change in Canada's net asset is 
shown. The adjustment transactions affect the Public Accounts of Canada. 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for ie are preliminary and data for 1963 are subject to revision 


No. I aL: HM Ee IV 
millions of dollars 
A Current receipts: { 
1 Merchandise exports: (Adis) ies te teee tree nenr ness oeeneennre res 1,486 IR776 1,806 2,014 
3 Gold production available for export 41 38 36 39 
4 Travelex ena. tite semen ae ee 50 1932) 325 102 
5 Interest and dividends ow. .ceeeeeee 42 54 42 85 
6 JOSE aye hal SYM CON DUEL co pare cacor tet cerecrdeeepravecbemecomonbetuiotoieccate Ala ly 140 146 ibSy7/ 
7 Inheritances and immigrants’ funds...0.....ccccccsceseseteeeees 27 38 48 36 
11 AMINO theracurrentanec Clit Seema mec se ette eee eee eee eerennn peers ital NS iats' 2 
12 Totalicurrent:receipts! ei sen. so ee Sy Qae2o 25516 2545 
B Current payments: ; 
1 Merchandis ean pore se (acy vec) merece recreate eearers reser eee Va 702 1655 1,810 
4 MP TAVOIMEX PEN CIGUDCS = coat cees ates rere foes tater aes esee ee Re ee Uaky/ 158 207 107 
5 Tnteres tran CCl emG see see meer terre enna na ee eee ene 200 198 184 287 
6 Firat ghtrand’ Shippin ees ccarvsuledst. dia eee. ceca ee 128 161 177 175 
1 Mnheritancesvamd eMmMieranvs. tn sass se emer terme eect terete eta eee 38 42 49 By) 
9 @ffieiralecaontni Ul ODS meme te ee ee ee ete terre eee eS 17 iS 14 | 
11 AMON ELACUIREN tn AyINCD US mn ete ane meres nee cranrni ce ee PAP BAT) 213 220 
iP Totalicurrent; Pay Ment mecox.csccccs se eke eee Ph hPa Vises) Be) XOXO) 2,666 
Cc Current account balance: 
1 Merchandise raid especie cee tere ete es ee er Re een eed ae es ar fete ap ilo! + 204 
2 OlherpransacelonserexC Lt Citno. EO ieemese a emeren ey een een ee eee - 307 - 261 - 120 = 311 
3 Officitalecontributlomsy a eee cee eee ee eee ee ee ere Ral Ali's; ie AYE - 15 - 14 
4 Tota Pe aca te ee ee - 248 - 204 ap le = 120 
D Capital account: 
Direct investment: 
1 Ditectinvesimentans@anad ameter ene ewes eee eaee eee cee eee ae (Si DO ae IO aye (6) 
Direct investment abroad = WP = es 7 Suez - 30 
Canadian securities: 
3 yal Trade in outstanding bonds and debentures ............cecceccescceeeeeeeseee +. 23 ar AG - 7 - 4 
Be Trade in outstanding common and preference StockS .......ceeeees - 56 - 44 = 27]. - 42 
4 Ni WHISSUICS smmisectees operat fait cote in wih oer see re RNR aod ene Pee + 408 TOOL + 100 66 
5 IVE tIneM On GS seceeeccce ice eaten ear en cele Crs eet Ak bene Re Ld =e. Se ghy/s} - 40 - 70 
6,7,8 I Mona tes oesKexerb hy hal(cioe ree Sans Stary? ABN ge MURR pe Be cee ee ee + 4 Sine x - 3 - Z ( 
Loans and capital subscriptions by Government of Canada: 
9. NOV ANCES MC LC Heart ee aie ett CeORS Ne OO he eh cece tn ee - - - 8 - 10 
10 GDA YIMeMUS tion © -cini aC a meee eee eee cys cee en Nd Meta - + 6 - = lee 
11 Columb awe ra ler ce tyre me tye ere eet wee ate aoe - - - - 
13 Kong-benn capital tranSactwonsimdecye ese ee eae eee eee +4 3 = 38 - 21 + 6 
Change in Canadian dollar holdings of foreigners: | 
14,1 De pOSL Seren eon ene: Cer oem oa Rana tr Wee: 1 Oe Ne ee ee = 92) + 38 - 12 + 743 
14.2 Government of Canada demand liabilities ooc.ccccccccscccecseccsecseesceseeeee 4 = 3 - ae: 
14.3 Canad anarr ees ir yi UL] Say svetense tna neeee ein eee erie ee er ee, + 9 - 17 + 18 = 37 
17 OLNEMECADilealemO Vern Cr US merase ae eee eee Seal + 88 ae es + 143 
E Net capital movement (excluding monetary items shown below) in: 
1 OME =u CIMen ONE Sa (Le LO eH ts) emer ene ance ee ae nee ees ere Peer ae + 375 + 209 + 33 e 4 
2 Short-term forms (D14 to D17) Gill + 106 5 Oe + 153 
3 Ta oe ee ar, SOE, ene cua + 314 + 315 = i + 149m 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange .............. + 66 + 111 = Tas + 28 / 
2 Change in net International Monetary Fund poSition ......ccccccccecseees = - + 86 = / 
3 Other special international financial assistance .......cccececeeeeeceeeeees = = = - 
Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A HA eiereete gs trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A chao item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 


See 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for ae are preliminary and data for 1963 are subject to revision 


1964 1965 Annual totals Four quarters 
ended 
I II IIL IV 1 Q 1962 1963 1964 March. 31, 1965 | “4. 
millions of dollars 
A 
1730 Del OV 2,183 2,128 15 S25 6,380 7,082 8,238 8, 333 1 
3}3} 4l 35 35 35 155) 154 144 146 3 
59 138 SY5)3) Tikit 63 562 609 661 665 4 
58 55 47 DY 65 202 DDS 287 294 5 
135 167 72 168 138 509 560 642 645 6 
31 42 50 43 42 124 149 166 Way 7 
114 116 117 Wat 12D 451 449 468 476 11 
2,160 2,756 2,957 DSS 2,290 8,383 9,226 10,606 10,736 12 
B 
1,697 2,048 lee 1,966 1,882 G5208 6579 7,538 RS 1 
155 187 233 138 52 605 589 713 710 4 
QS 210 202 Sly 231 794 869 960 960 5 
140 188 191 184 147 595 641 703 710 6 
40 46 5S 52 40 V/s 182 191 191 7 
12 16 22 18 23 36 61 68 79 9 
228 DUG 214 DDG) 23 849 862 886 881 if 
Be 503 DD D ERD 2,902 2,698 Vey Oars 11,059 Ie 254 12 
Cc 
33 + 149 + 356 + 162 257 + 177 +503 + #4700 + 610 1 
- 364 - 289 - 119 oS - 328 - 1,015 - 999 = 1sO85 - 1,049 2 
> Gy = I - 22 - 18 = 23 - 36 -e @l 68 - 79 3 
- 343 - 156 + 215 - 169 - 408 - Sik = 557 a 46s - 518 4 
D 
+ 50 + 10 + 30 + 75 + 60 + 495 +240 + £165 + 175 1 
- 40 - 45 - - 5 - 35 - 109 - 110 - 90 - 85 2 
+ 4 + 14 + 37 + 22 + 4&4 + 64 + 39 + 77 + 77 3.1 
- 44 - 8 - 5 = AO - 84 - 116 = 1@9 97 - 137 3.2 
+ 142 + 313 + 100 + 498 + 248 + 728 +968 + 1,053 + 1,159 4 
- 109 - 96 - 58 = 94 - 68 - 320 = 335  < 357 - 316 5 
= 6 - 36 - 5 - 10 = A - 65. + 23 = oF - 85 6,7,8 
=> 9 = - = 8 = = DD elo) = 10 - 8 9 
4 + 2 + 1 + 2 + 5 + 129 + 25 + 9 + 10 10 
- - + 54 - = - SG 54 + 54 11 
= 35 = Aj + 64 + 16 + 52 = 116 => OME 4 + 91 13 
te 19 - 9 - 37 + 52 + 38 - 13 + 40 + 25 + 44 Me 
- = 3 - + 3 - il - & + 1 - - 1 14.2 
+ 4 + 14 BO RS Ls + 27 + Ue ae Se os em 16 + Fi oo 
+ 314 + 109 - 224 - 143 + 124 eC oyice 76s ee 56 - 134 
E 
- 36 + 113 + 218 + 456 + 148 + 668 +613 + £4751 + 935 1 
+ 337 + 111 - 277 SOG + 188 + 362 + 90 + 65 - 84 2 
+ 301 + 224 - 59 + 350 + 336 + 1,029 +703 + 816 + 851 3 
H=C+E 
- 127 + 62 + 97 + 54 - 118 + 537. + 60 + 86 + 95 : 
me 85 + 6 + 59 + 127 + 46 Se G87 ey a Ole ae TT + 938 : 
t 5 ‘ ‘ p : h : ‘ 
Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and chartered b 
transactions, loans, and changes in open account commercial - “ 
representing unrecorded capital movements and errors and omissions throug 


H 


3 A minus sign indicates a receipt by Canada. 


ank holdings of exchange, international money market 
1 indebtedness. It also includes the balancing item 
hout the accounts, 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


SECOND QUARTER 1965 


There was an enlarged current account deficit between Canada and other countries in both the 
first and second quarters of 1965 as small import balances from commodity trade appeared in contrast to 
the consistent export balances in the previous year. Merchandise imports rose substantially in each 
quarter while exports were only appreciably higher than last year in the first quarter, although main- 
tained at a high total in the second quarter by rises in exports of industrial materials to the United 
States, generally offsetting drops in wheat and flour shipments to Communist countries. And the deficit 
from non-merchandise transactions was again higher than last year in the second quarter and in the first 
half year. 


This widening in the current account imbalance accompanied rising levels of economic activity 
in Canada and the United States in the half year, and the volume of trade between the two countries was 
at record levels. A new factor affecting some transactions between Canada and the United States was 
the series of measures announced by the Government of the United States in the first quarter and sub- 
sequently, which were designed to reduce imbalance in the United States balance of payments. 


Summary Statement 


1964 1965 
1963 1964 ge 
Liv III Q IV Q a8 II Q 
millions of dollars 

(\Memehandise trade balance ....... + 503 + 700 a=) USO) + oo4 + 161 - 4l =i 32 
‘Deficit on non-merchandise 
IGACtLONS .......cccccccceee - 10455 -s 1133 - 298 - 140 - 322 - 356 - 328 
Wiement account balance .....ee0. - Byf re Ye) - 148 te Zale - 161 - 397 - 360 
ommmcal movements(1) ......see0.- + 688 + 796 + 216 - 58 + 342 + 325 + 361 
WI = CCTM LOLMS ....cccccoccess + OS) sk S532) ot 1 5Z + 223 + 493 + 155 + 93 

Maem GCrM TOLMS wscccccccesess + 51 - Sy + 64 - 281 = TSyil + 170 + 268 
‘Change in official holdings of 

gold, foreign exchange, and net 

balance with International 

BREISVMENITIG G. Saldlsc cc edeanee’ 146 + 363 + 68 + 156 + 181 = i672 + il 


(1) Excluding change in official exchange holdings. 
(2) Including net receipts of $54 million under the Columbia River Treaty arrangements. 


Despite disturbing influences in financial markets, capital transactions in the first and 
second quarters of 1965 on the whole displayed more similarity than dissimilarity. The net inflow in 
all long-term forms declined and direct investment flows regained a relatively larger role after four 
quarters in which they were over-shadowed by net inflows of portfolio capital, but inflows in short-term 
forms rose, and official monetary movements in the second quarter were virtually in balance. There was 
a marked divergence regionally in movements in short-term forms with very large outflows in each quarter 
to the United States and larger inflows from overseas countries. In 1964 these movements had been in 


‘the opposite direction. 


Current Account Transactions in the Second Quarter 


| The deficit on Canada's international transactions in goods and services more than doubled from 
$148 million in the second quarter of 1964 to $360 million in the same period of 1965. This balance 
was higher than $209 million for the second quarter of 1963 but was about the same size as $370 million 
for the period one year earlier in 1962. Approximately 85 per cent of the widening in the deficit 
between the second quarters of 1964 and 1965 originated from merchandise trade, with a shift from an 
export balance to an import balance. Imports again rose sharply, by more than 8 per cent, while the 
total value of exports was virtually unchanged with increased exports to the United States generally 
offsetting reductions in grain shipments to Eastern Europe. At the same time the deficit from non- 


\ 


SE et 


merchandise transactions rose by 10 per cent to $328 million, more than reversing the contraction in 
the first quarter. Following the usual practice, the estimates for 1963 and 1964 have been revised. 


Lessened grain shipments to the U.S.S.R. and other Communist countries contributed to a sharp 
deterioration in the merchandise trade balance with "other countries", Largely on account of this 
factor, some 85 per cent of the $212 million expansion in the current account deficit arose from Canadé 
transactions with overseas countries, other than the United: Kingdom. With this country, Canada's surpl 
narrowed a shade to $148 million, and the current account deficit with the United States increased 
roughly 5 per cent to $539 million. 


The substantial decreases in the June quarter in shipments of grain and wheat flour were almost 
counterbalanced by enlarged exports of seeds, metallic ores and alloys, pulp, newsprint, chemicals, 
fertilizers, some types of machinery, automobiles and parts. Merchandise exports, adjusted for balance 
of payments purposes, stood at $2,198 million and $2,190 million in the second quarters of 1964 and 
1965, respectively. 


Adjusted merchandise imports rose $174 million from $2,048 million to $2,222 million in the 
second quarter of 1965. Detailed information on imports for this recent period is not yet available. 
An increase of about the same absolute magnitude between the first quarters of the two years comprised 
higher imports of automobiles and parts, fabricated steel materials, military aircraft, some types of 
machinery and equipment and miscellaneous goods. 


The Trade of Canada export total for the first quarter of 1965 was adjusted downward by $25 
million for deliveries of military aircraft for which progress payments had been received in previous 
quarters and for wheat shipped earlier. About the same amount was added to recorded imports to reflect 
progress payments for defence goods, which were offset in part by deliveries. A recorded surplus on 
merchandise trade of about $10 million was thus transformed into a deficit of more than $40 million. 
The second quarter recorded trade totals required adjustments in the opposite direction, A net amount 
of roughly $20 million was added to exports for the timing of wheat shipments and for the excess of the 
value of aircraft deliveries over further receipts of progress payments. The Trade of Canada import 
total was reduced about $12 million to reflect in the main receipts of military aircraft previously 
paid for; and the recorded import balance was accordingly cut down $33 million. For the first 6 months 
the effect of these customary adjustments for balance of payments purposes was to expand the recorded 
trademdericit son S55) midildon to S73 aut Litton. 


An Increase in Deficit on Non-Merchandise Transactions 


All major items contributed to the $30 million rise in the deficit on non-merchandise trans- 
actions to $328 million in the second quarter of 1965, exceptions being migrants' funds and some elemen 
of miscellaneous current transactions. Enlarged 
net payments on travel, freight and shipping 
Interest and Dividends: Payments services accounted for nearly 90 per cent of the 
increase in the deficit on “invisibles". Travel 
receipts gained $14 million to $154 million, 


Period Total Interest Dividends ; E é 
while Canadian expenditures abroad on travel ros 
millions of dollars $27 million to $214 million, thereby widening 
the deficit by $13 million to $60 million in the 
1962 794 284 510 second quarter of 1965. About 70 per cent of 
1963 860 314 546 the addition to the travel deficit originated 
1964 978 336 642 from transactions with the United States, with 
the increase in payments being double that of 
1963 LL *Q 198 90 108 receipts. A decline in inland freight receipts 
ToT TESC) 181 67 114 on transportation of grain together with higher 
stare) 285 92 Ie) payments in the United States and abroad for 
transportation services to bring to Canada in- 
1964 I Q 236 13 163 creased imports largely accounted for the $14 
ie 209 94 USES million rise in the deficit on freight and ship- 
TIE we) 204 72 Ab32. ping services. 
IV Q 329 97 BS 
With payments of interest and dividends 
1965 IQ 235 te, 158 expanding half as much again as the increase in 
II Q 236 107 129 receipts, the deficit widened by $9 million to 
Sn $162 million. In the June quarter, dividend 


receipts on direct investment rose fairly substantially, as contrasted with a decline in the preceding 
quarter, Interest on the holdings of non-marketable United States Government securities (originating 


Summary of Current Transactions with the United States, 


1964 and 1965, 


Second quarter 


Merchandise exports (adjusted) ............ 
Merchandise imports (adjusted) ........ Sere. 
mance on merchandise trade .....ssececece 
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Mista KeCeLpts 2.0. (tone stele aiotetetaletal el ate SuPeeie 


PEE SEIN ARCTR IS SMM er era's ais: ciel cletote! sislelalcleleic see ste sos 
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January to June 
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Merchandise imports (adjusted) ......ceeeee 
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Second quarter 
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Merchandise imports (adjusted) ....seeccese 
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Beeerrent receipts’... . 0s oe eee Seana 
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and Changes Between the Periods 


1964 1965 


All Countries 


PROS 2 u90 
2,048 Dopp Dae 
ar HLS. = G2 
569 617 
867 945 
- 298 - 328 
ZT OW. 2,807 
2 yIno B Gy 
- 148 - 360 
S25 AOS 
STR HES 4,088 
ap Less: - 73 
POLS 092 
1,686 eo 
- 67/1 - 684 
4,943 Seg L107, 
By Sn, 5 ,864 
- 486 =i hat} 
United Kingdom 
324 306 
e/a LSy7 
qr gl) S! + 149 
86 96 
87 7. 
= 1 - 1 
410 402 
258 254 
ae huB2 +148 
589 563 
306 298 
stm PAS) 5, + 265 
N55 Lye 
196 192 
- 4il oy eal 
744 734 
502 490 
ae Zee2 + 244 
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United Kingdom and Other Countries 


1964 1965 Change 
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from the financial arrangements for the Columbia River Treaty) was received in the second quarter of 
1965. Dividend outflows rose $14 million to $129 million, mainly due to larger dividends paid by sub- 
sidiaries in Canada to their foreign parents. Interest payments were up $13 million to $107 million, 
following sizable sales of provincial, municipal and corporate bonds in 1964, Official contributions 
increased from $16 million to $21 million; and gold production available for export at $34 million was 
$7 million lower than $41 million, the highest quarterly total during 1964. An improvement of $10 
million to a surplus of $8 million in the second quarter of 1965 for inheritances and migrants' funds 
was due to enhanced receipts from higher immigration and larger average immigrant's funds. 


Current Account Transactions in the First Six Months 


At $757 million, Canada's current account deficit for the first 6 months of 1965 stood $271 
million or about 55 per cent over that of $486 million in the same period of 1964. Much of this ex- 
pansion happened in the second quarter when in 1964 the favourable effects of shipments of Russian wheat 
and flour were still prominent, The outline of the changes between the first halves of 1964 and 1965 
is similar to that described between the second quarters of the two years. The widening in the current 
account imbalance occured almost all in merchandise trade, and the major part in Canada's transactions 
with overseas countries, other than the United Kingdom, 


Notwithstanding a decline of more than $200 million in shipments of wheat and flour between the 
first two quarters of 1964 and 1965, adjusted merchandise exports rose about 2 per cent from $3,928 
million to $4,015 million. Some other commodities including barley, tobacco, uranium, railway rolling 
stock, aircraft and synthetic rubber and plastic materials registered slightly lower exports. But on 
the other hand, a gain of over $70 million took place in exports of passenger cars and motor vehicle 
parts, with each class sharing the large increase about equally. Shipments of non-ferrous ores and 
alloys were more than $60 million higher. Exports of newsprint were more than $20 million greater and 
of wood pulp over $15 million more. Machinery as a group rose nearly $28 million. Smaller increases 
were seen in shipments of fabricated steel materials, iron ores, petroleum and natural gas, chemicals 
and fertilizer. 


Merchandise imports rose roughly 9 per cent from $3,743 million to $4,088 million in the first 
half year 1965. This increase was distributed over many commodities judging from details for the earlier 
part of the period but with some indicated concentration in machinery and equipment, automobiles and 
parts and certain industrial materials. 


Average import prices, which were fractionally lower in the last half of 1964, slipped about 
one per cent below the year-before level in the first quarter of 1965. On the other hand, average 
prices of Canadian exports, which were roughly two per cent higher in the second half of 1964, continued 
to be higher by about 1 1/2 per cent in each of the first two quarters of 1965. 


Deficit on Services and Other Non-Merchandise Items in the Half Year 


A widening of nearly 2 per cent, from $671 million to $684 million, occurred in the net pay- 
ments on non-merchandise transactions. Offsetting effects of the changes in the individual items held 
down this overall deterioration. Travel, official contributions and interest and dividends contributed 
moderately to increasing the deficit on non-merchandise transactions, as did also the $5 million 
decline to $69 million in the value of gold production available for export. At $80 million, the deficit 
for the first half of 1965 in travel transactions with the United States had climbed back to the same 
level as that for the first half of 1962, but Canada's deficit on travel with overseas countries 
increased $14 million between these two periods to $69 million. 


Net payments for freight and shipping services rose $21 million to $34 million while the deficit 
of $10 million on inheritances and migrants' funds swung to a surplus of $10 million, for similar 
reasons suggested in the analysis of the June quarter developments. The deficit on government account, 
excluding official contributions, declined in the first half of 1965, largely due to the fairly sub- 
stantial settlement with allied authorities in the first quarter of 1964 of Canada's share of the common 


defence costs in Korea. Net payments on business services declined somewhat on account of a larger 
increase in the receipts. 


At $332 million, the deficit on interest and dividends stood at the highest level and accounted 
for more than 48 per cent of total net payments on non-merchandise transactions. This proportion 
corresponded with the average for the first half of the four recent years. The percentage shares for 
travel expenditures at nearly 22 per cent, freight and shipping services at 5 per cent and official 
contributions at more than 6 per cent were somewhat higher than the 4-year averages for the first two 


quarters. The proportion of nearly 30 per cent for miscellaneous current transactions was lower than 


the average, and the small surplus for inheritances and migrants' funds in the first half of 1965 was 
in contrast to small deficits in the preceding three years. 


Major Items in the Balance on Non-Merchandise Transactions 


First six months Change 
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millions of dollars 
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Balance on non-merchandise transactions ... 


Transactions by Areas 


| Canada's deficit with the United States in the exchange of current goods and services expanded 
6 per cent from $1,061 million in the first half of 1964 to $1,126 million in the same period of 1965. 
About 40 per cent of this increase was ascribable to merchandise trade, with exports advancing $261 
“million, or more than 12 per cent, to $2,341 million, and imports rising $286 million, or nearly 11 per 
cent, to $2,928 million. Substantial increases took place in exports to the United States of newsprint 
_and wood pulp in the second quarter and first half of 1965. Shipments were also larger for such com- 
_modities as whisky, fish, iron ores, non-ferrous metals, natural gas, fertilizers, fabricated steel 
materials, industrial and agricultural machinery and automobile parts. There were slight declines in 
-exports of asbestos, lumber and uranium. 


Travel Expenditures 
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First six months Change 
Ingo 


1962 1963 1964 1965 


millions of dollars 
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Increases in the deficits on travel expenditures and on interest and dividends accounted 
entirely for the $40 million addition to the deficit of $499 million for all non-merchandise transactions 
for the first half of 1964. The changes to the other component balances were small and offsetting. 
Travellers from the United States spent a total of $182 million in the first two quarters of 1965, up 
$9 million over the same period of 1964. At the same time Canadian expenditures in the United States 
for travel rose $22 million to $262 million. All of the $27 million increase in the deficit on interest 
and dividends was derived from larger payments to the United States, for reasons mentioned before, as 
the rise in interest receipts between the first halves of 1964 and 1965 was almost offset by receipts 
of extraordinary dividends on direct investment in early 1964, 


Quarterly Current Account Balances At $244 million, the current account 
surplus with the United Kingdom for the first 
six months of 1965 was just a shade above that 
for the same period in 1964. The surplus on 
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In transactions with other countries, 

a fairly substantial improvement in Canada's 

surplus with the Rest of the Sterling Area 
(due to a rise and fall of about the same relative magnitude, respectively, in merchandise exports and 
imports) offset in part some deterioration in the balance with other OECD (Europe) countries and, in 
particular, the remaining countries. In each of the broad geographical areas, the large shifts in the 
current account balances originated almost wholly from merchandise transactions. The increases in 
exports and imports from the other OECD groups and the rise in imports from the remaining countries 
were light in magnitude when compared with the massive fall in Canada's exports to the latter area. 
Lowered shipments of wheat and flour to Communist countries accounted for more than 80 per cent of the 
contraction in the merchandise trade surplus and well over 90 per cent of the reduction in merchandise 
exports to the other countries group. Canadian exports were down in the first half of 1965 to countries 
such as Japan, Brazil and Mexico but were higher to other Latin American countries including Peru and 
Venezuela, 


Canada's current account deficit with the United States in the first half of 1965, excluding 
gold production available for export which is conventionally attributed to the United States account, 
totalled $1,195 million compared with $1,135 million in the corresponding period of 1964. Capital 
inflows from the United States in long-term forms produced $367 million and $307 million respectively 
in these periods. Testifying largely to the efficacy of measures in the United States to improve its 
balance of payments position, capital outflows from Canada in short-term forms, aggregating $339 million 
in 1965, contrasted with inflows of $604 million in the corresponding period of 1964. The overall 
result, apart from changes in Canada's official holdings of gold and foreign exchange, left an amount 
of $1,167 million to be financed by other transactions in the first half of 1965. This may be compared 
with $224 million in the first half of 1964. 


This massive imbalance with the United States in 1965 was settled to the extent of about one- 
fifth by reductions in Canada's official holdings of foreign exchange in that country, and the remainder 
involved application of the funds derived on balance from transactions with the rest of the world, 
including other official holdings of gold and foreign exchange, transactions with the International 
Monetary Fund and new gold production available for export. 


These relationships are shown in a new statement which replaces the previously published 
statement showing an area distribution of only the current account balances and capital movements in 
long-term forms. This statement also shows all transactions between Canada and the United Kingdom and 
other overseas countries. With these countries Canada's surplus from current account transactions in 
the first half of 1965 was $369 million, which compared with $575 million in the corresponding period 
of 1964. Net capital outflows in long-term forms amounted in the six month periods to $119 million in 
1965 and $170 million in 1964, But in sharp contrast there were inflows in short-term forms aggregating 
$777 million in 1965 compared with outflows of $229 million in 1964. This swing of more than a billion 
dollars on balance reflected largely a shift in the foreign currency operations of the Canadian 
Chartered Banks which increased their net foreign claims on residents of overseas countries by $215 
million in the first half of 1964 but reduced them by $755 million a year later. 


Financing of Canada's Bilateral Account with the United States 
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Capital movements in long- 
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(1) Excluding gold production available for export and changes in official monetary assets, shown with 
financing. 


zapital Movements - Summary 


There was a decline in the net inflow of capital in long-term forms to $93 million in the second 
{uarter, the lowest quarterly capital inflow since the small first quarter outflow of 1964. The inflow 
yas equal to about one quarter of the current account deficit of $360 million. Transactions in official 
holdings of gold and foreign exchange and with the International Monetary Fund were largely offsetting 
rith the remainder of the resources serving to finance the current account deficit being provided by a 
tet inflow of capital in short-term forms amounting to S260. mislr Lon. 

f 

| The main capital inflow in long-term forms continued to arise from the sale to non-residents of 
janadian new issues, augmented in the quarter under review by larger than usual inflows for direct 
“mvestment. The main outflows were for the retirement of outstanding Canadian securities, the repa- 
triation of Canadian equities and the repayment of banking and other loans. 


Capital movements in short-term forms were dominated by inflows from the net reduction of bank 
valances and other short-term funds abroad, an overall increase in the short-term indebtedness of 
lanadian finance companies to foreigners and an increase in Canadian Chartered Banks' foreign currency 
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loans to residents. Non-residents reduced their holdings of Canadian dollars reversing the movements of 
the previous period. The global data for this group of transactions conceal wide regional differences 
involving outflows to the United States and inflows from the rest of the world which have already been 
noted. 
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(1) Excluding items in final line. 


DIRECT INVESTMENT Net inflows of foreign capital for long-term direct investment in non- 
resident controlled enterprises rose sharply in the second quarter to an 
estimated total of $120 million. At this level they were higher than in any earlier quarter since 1962, 
and were nearly twice the total of $65 million for the first quarter. Manufacturing received by far 
the largest share of the inflow, followed by petroleum and natural gas and then by mining and financial 
concerns. The net inflow in the first half of 1965 amounted to $185 million, which was $72 million 
higher than for the corresponding period of 1964. 


The regular mid-year review of the private and public investment outlook in Canada indicated 
that investment plans for 1965 had been revised upwards and, if accomplished, would represent an increase 
of nearly 19 per cent over the 1964 level. It is interesting to note that the manufacturing component 
rose by one third. Substantial capital inflows have been a normal concomitant of heavy capital 
formation in Canada but it may be noted that inflows of foreign capital now tend to play a relatively 
smaller role due to the increasing amounts of savings generated internally within the Canadian economy. 


SECURITY TRANSACTIONS The foreign capital import of $51 million resulting from transactions in 
portfolio securities between Canada and other countries during the second 
quarter of 1965 marked the fifth and smallest successive quarterly sales balance since the first quarter 
of last year. The pattern of capital flows during the second quarter was similar to the previous 
quarter with a net inflow of $74 million from the United States being reduced by net purchases abroad 
of $19 million and $4 million from the United Kingdom and other countries respectively. 


New Issues of Canadian Bonds Sold to 


Minit edhe seco Restdcaks Detail of Transactions in Foreign Securities 
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Canadian securities drew on balance $56 million of non-resident owned capital during the quarter 
as compared with $135 million in the preceding quarter. The proceeds of new issues rose slightly to 
$301 million. An unusual Canadian flotation abroad, technically, was that of a provincial utility which 
invited tenders from New York underwriters for a public issue rather than arranging a private placement. 
Net outflows for the repatriation of outstanding Canadian equities of $83 million continued at the same 
high level as in the first quarter, while a larger net inflow of $16 million was recorded from the sale 
of outstanding Canadian bonds and debentures. Retirements of Canadian securities were unusually high 
at $178 million mainly due to the financial reorganization of a finance company after its acquisition 
by new interests in the United States. Other effects of this reorganization appear elsewhere in the 
balance of payments accounts. It is interesting to note that a major Canadian railway company announced 
that as of the end of the first quarter of 1965 Canadian ownership for the first time exceeded 50 per 
cent. This would indicate that almost one third of the total net outflow for the repurchase from non- 
residents of Canadian equities in the five quarters up to March 31, 1965 was for this company's shares. 


Transactions in foreign securities in the second quarter led to a net capital outflow of $5 
million, some $30 million below that of the previous quarter. The main cause of the change was an inflow 
in the second quarter for the retirement of a Canadian dollar issue of an international investment 
agency. In the first quarter the same institution had floated a new issue in Canada in Canadian currency 
which contributed to the large outflow recorded for foreign security transactions. Geographically 
capital movements emanating from transactions with such international investment agencies are allocated 
to "other countries" 


OTHER CAPITAL FLOWS IN LONG-TERM FORMS Among other capital flows in long-term forms in the 
second quarter was the receipt of a regular principal 

repayment of $2.3 million from Belgium; there were no other inter-governmental loan transactions or 
subscriptions to international investment agencies. Repayments on the intergovernmental loans made by 
Canada under Part II of the Export Credits Insurance Act following World War II have been relatively 
te since the prepayments made by several countries in 1962. 
| There were outflows during the quarter of $58 million representing the financing of exports 
directly or indirectly at risk of the Government of Canada. Programmes cover agricultural products, 
aircraft, and a wide range of other capital equipment supplied to developing countries. The corre- 
sponding outflow in the first quarter was $43 million, and the total of $101 million in the first half 
‘of 1965 may be compared with the total of $164 million for the full year 1964, 


All other capital transactions in long-term forms in the second quarter led to a net outflow of 
$22 million, following an inflow of $63 million from this group of transactions in the first quarter. 
For the most part these flows represented bank loans and repayments, although long-term trade credits 
and other loans, capital movements in connection with insurance operations, and real estate transactions 
also contributed. 


h 


CAPITAL MOVEMENTS IN SHORT-TERM FORMS Capital movements in short-term forms in the second 
quarter led on balance to an inflow of $268 million com- 
‘pared with an inflow of $170 million in the previous quarter. 


Canadian dollar deposits of non-residents were reduced by $37 million in the second quarter, 
practically offsetting the increase of $38 million in the first quarter. Demand liabilities of the 
Government of Canada to non-residents fell $3 million, and foreign-owned holdings of treasury bills 
‘also declined by $10 million. On balance about three-fifths of the outflow of $50 million in the second 
quarter reduced Canadian dollar liabilities to international organizations and other official accounts, 
The movements in the second quarter thus involved a substantial reversal of the inflows in the preceding 
quarter. 


Of the groups of capital movements specified separately in the supplementary statement covering 
"Other Capital Movements", which in total resulted in a capital inflow of $318 million, the largest 
change was again in Canadian holdings of bank balances and other short-term funds abroad (excluding 
official reserves). Following the outflow of capital consequent on the build up of these balances by 
$675 million during the last three quarters of 1964, capital returned to Canada as these balances were 
reduced by $141 million and $164 million in the succeeding quarters of 1965. In each case these inflows 
of capital reflected very much larger inflows from overseas countries and substantial outflows to the 
United States. Data recently published by the Bank of Canada covering the foreign currency assets and 
liabilities of the Chartered Banks in Canada are discussed in a technical note below. 
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Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 
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(1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 
difference between direct measurements of current and capital accounts. 


Particular interest attaches to figures for transactions in commercial and finance paper during 
the second quarter, which were affected by a number of special influences and factors. This was the 
first full quarter since guide lines for the behaviour of United States investors were set out by the 
United States Administration. Superimposed on this influence were the reorganization of the financial 
structure of a company following its acquisition by new interests in the United States, and late in the 
quarter a severe shock to the market arising from the default of a large Canadian borrower. 


Some $2 million on balance of Canadian commercial paper (including also minor amounts of pro- 
vincial guaranteed paper and negotiable term notes of Canadian chartered banks, but excluding financing 
subsidiaries of merchandisers and manufacturers) was acquired by non-residents in the second quarter, 
following a first quarter in which there had been no change in holdings. Holdings owned by non- 
residents at mid-year were of the order of $20 million. 


Short-term Canadian finance company paper in the hands of non-residents fell by $28 million in 
the second quarter bringing the outflow for the half-year to $64 million, and reducing holdings to 


about $400 million at mid-year, Part of the second quarter outflow was directly offset by inflows in 
other forms. 


Transactions in Canadian finance company obligations n.i.e. (which include borrowings from 
foreign banks and advances from parent companies) resulted in net inflows of $94 million in the second 
quarter following net inflows of $25 million in the preceding quarter. Here again substantial offsets, 
this time in the form of outflows, are included elsewhere. 


Other finance company transactions which are not shown separately are included with capital 
movements in long-term forms, notably in new issues and retirements of Canadian securities and in the 
n.i.e. item of this group. All in all, the international borrowing of these companies led to net inflows 
of somewhat under $20 million in each of the first two quarters of 1965. 


All other transactions led to a net capital inflow of $86 million. Important in this inflow 
were increases in short-term foreign currency banking loans to Canadians. As noted elsewhere in this 
report these include foreign currency loans made by Canadian Chartered Banks in Canada and abroad. 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Canada's official holdings of gold and foreign exchange decreased by $92 million in Canadian 
funds in the second quarter of 1965, while Canada's net balance with the International Monetary Fund 
rose by $93 million. In the first quarter of the year Canada's official holdings of gold and foreign 


exchange declined by $118 million, and the Canadian balance with the International Monetary Fund rose 
by $46 million. 


Official holdings of gold and United States funds, expressed in terms of United States dollars, 
were reduced from $2,554 million at the end of the first quarter to $2,480 million at the end of the 
second, At the beginning of the year they had been $2,674 million, The change in the second quarter, 
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dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 

net balance with the IMF when positive represents the so-called "gold tranche position" plus 

) borrowing under the General Arrangements to Borrow (GAB). This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obliga- 
tion to restore its net balance to 25 per cent of the Quota. 

lote: The statement is expressed in terms of United States dollar equivalents in accordance with the 

IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 

their currencies, there have been adjustment payments between the IMF and Canada in Canadian 

dollars from time to time arising from changes in the exchange rate. These transactions are not 

reflected above because the series are shown in United States dollar equivalents, and do not 

| appear in the balance of payments statments because only the change in Canada's net asset is 

shown. The adjustment transactions affect the Public Accounts of Canada. 
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expressed in Canadian dollars, was a decline of $80 million. The balance of the change in official 
holdings of gold and foreign exchange represented a decline of $12 million of sterling, which was 
roughly equal to the increase in the first quarter. 


Canada's so-called "gold tranche position" with the International Monetary Fund together with 
loans made under the General Arrangements to Borrow, rose from $240.0 million, expressed in United 
States dollars, at the beginning of the quarter to $326,5 million at the end. The most important 
factor in the change was the balance of payments assistance extended through the IMF during May to the 
United Kingdom. A drawing of $1,400 million by the United Kingdom included the Canadian dollar equiva- 
lent of $107.5 million in United States dollars. Part of this amount was obtained by the IMF simul- 
taneously buying with gold from the Exchange Fund Account Canadian funds equal to $27.5 million. The 
remaining $80 million directly increased Canada's net balance with the IMF (including funds made avail- 
able to it under the GAB). Drawings and repayments in Canadian dollars by other countries further 
augmented Canada's balance with the IMF by $6.5 million. Overall these transactions increased Canada's 
net balance with the IMF by $93 million expressed in Canadian funds. 


Technical Note: Foreign Currency Assets and Liabilities of the Chartered Banks in Canada 


Since the first quarter report was published additional information on the foreign currency 
assets and liabilities of Chartered Banks in Canada, classified by currency and by type and country of 
residence of bank customers, has been made available by the Bank of Canada in its Statistical Summary, 
commencing with the August issue. The data show the following changes in the net foreign currency 
assets of Chartered Banks in Canada. The gross changes in the asset and liability components are 
revealed to be much larger. 


The net capital outflow of $300 million 


Net foreign currency 1964 4 in 1964 and the subsequent inflows of $214 
assets with 1 : joes million and $248 million in the first two 
residents of meee ie quarters of 1965 arising from the foreign cur- 
millions of dollars rency operations of the Canadian banks in 
Canada are among the capital movements covered 
Wine Ge@lel SReeNEEM SoG agocamdooo o Aay, ap Jha} + 180 in Canada's balance of payments but cannot be 
Wiebe Xel oGhayetclonl aGysocooodon a az - 166 - 320 identified in the statements as they are pre- 
Other eComn trie secre sate soya cia tte - 161 - 108 sented. They are divided into three components 
as described in the paragraph below. : 
LOtalsnoOn=Tesddenite. cite seme ct OO - 214 - 248 The behaviour of deposits in foreign 
currency belonging to residents of Canada is 
CEMEGCIED Gob hobadcseabudsodong = oul ap ZAOS, + 206 not generally influenced by whether they 
represent claims on Canadian or non-Canadian 
OGG] sc ciceieiltinar ye seca ot 6 OL ap Bl - 42 banks. Accordingly, residents' holdings of 


foreign currency deposits, whether with 
Canadian or foreign banks, have been included 
in the item 'Bank balances and other short-term 
funds abroad'' which also includes the net spot foreign currency assets of the Canadian banks in Canada. 
Similarly, foreign currency borrowing by Canadians, whether from Canadian or foreign banks, is included 
in the items for miscellaneous capital movements either in long-term (D.13) or in short-term (D.17) 
forms. The components of these three items relating to foreign currency operations of the Chartered 
Banks in Canada are equal to the change in the net foreign currency assets with non-residents as re- 
vealed in the newly published data, A bilateral adjustment is included in the first item but does not 
affect global figures. 


Thus, Canadian balance of payments global statistics historically have been designed to exclude 
matching foreign banking assets and liabilities denominated in foreign currencies whether held in Canada 
or abroad, on the grounds that the business is by nature largely "extra Canadian" and has only limited 
direct significance for the Canadian economy, (Foreign currency operations of the Canadian banking 
System are treated somewhat similarly in the principal series of banking statistics in Canada). This 
concept has been retained. But for the period since 1963 bilateral statements have been based on the 
new data which identify the residency of banking claims as well as their currency which was the only 
basis of allocation earlier, The discontinuity in the series at the end of 1963 implied an accumulated 
overstatement of net inflows from the United States and the United Kingdom of the order of $200 million 


and $250 million respectively, and a corresponding understatement of inflows from other overseas 
countries, 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1964 are subject to revision 


IEE 


millions of dollars 


Current receipts: 


Merchandise exports: (QdjwSted) tees... tt: ocscs.ncscestaoteenatstcsesosarenishetage stave 1,486 WS IS 1,806 72 OWA ee oO) 
COldEpIOUUCHONPAVALLADLE NOM OXPORG J......cccecsscsdetesoleca-siosovsserscdcteeetescesea: 41 38 36 39 33 
l PETA CBE RMEHIOIUILC Sis Cnn. ke On tr eects RRR RON Oe tuicusig keane 51 129 325 104 59 
) INGOTS pean GmCUV AC CUGSiE 2, ost bsmeteeis aes Uicoce oceaets cov auspntiyencdobeteareteac sess 45 Sy 44 86 65 
} Laer G TNs euENG! SU evil) ob bn 2a eee RN 2, a Rap oe RE Eee Ce Na ky/ 141 148 Syy7/ iS 
inheritances randiammilgrants” TOMS i i.oi5)..scss.saysocgeesidcessacscccscseviabereeeesss 27, 38 48 38 32 
q PATROL CHECUITTETICILOC Cl USI 25 <c.4 s5esckrct oreo aoc miserccutee eh ent sant teneounes aeumteodaces in y/ 119 119 118 122 
, MOUCAITCUTRONE ROC CIDES fe cnc .cery eaters ieescecs rte ges ok ceasacarecen anodes 1,884 ZG 2D O 2D DIO IF SNUIAS, 


Current payments: 


Merchandiseaimportsi(adjusted) Pine 5. 6 ai.c..ce esse ee ekcte cee esses Deal: WS KO 7655 1,810 1,695 
" BETAV.EIMO TD Cm CUT Ci eee cc eet eco os Sedge eee gest ease ee ckesstnas peal: 158 204 109 150 
j ACCES UCAMCCEIVd Cl CICS rss r-cies pens. cectte eescertrsesaccsekwasder sto ess isc ccsouascuemeamemecenses 196 198 181 285 236 
j 1 shy eed ved ag ENGL FSS gn ay 0p ce ae Seno gETE RG Re Oe 2 128 164 178 178 iBSey 
| INN CTILAINC SHON GNETIUETANES TUNG! ac. cccessc. se stceetaiclsresouesslecceodsasreasctes 39 44 50 53 40 
) OTHNCEA IMC OM ULLOUCLOUN Gem <a ceree. cr emeeeee cre ne. cs venta -co Rebs cssocevadha anette seex saves LS 18 16 16 1 
| ARIBOGMEEECHEFCHIUGOAVINCIULS s .hac teen ect cchcseciessdcse ti teasseconssectevaudetMeutavvc ss 218 DA 218 D2 244 
: MOCAIRCUITENUIDAY MONS ces tense csr te tte et tee setee ces atesnsttade cit aes Pel2e 25505 Bo 5\ 02 Dons Daye 
Current account balance: 
i CUTS eT UT OL Ln 9 FE aon oe eee cee. rte eee Soo + 74 + 74 Bee PA + 204 Eh els) 
2 OCHermETANSACUONS PEXClUCING BQ oc ccccsecus sek tectaseanctssssoiecceweacoseecerttns - 297 - 265 =e leet: - 307 - 361 
i COPTER oreray Weald ADT ICO VSI Ue en = 15 - 18 - 16 - 16 Sad oe 
t TRS PAN ne jo besa hae a NR LO eee 2 AP a - 238 - 209 + 24 - 119 - 338 


Capital account: 
Direct investment: 


| Directanmestiient.ne Canada 2 ta oti ee ater. Roeh is wisshamees sacs + 78 + 48 + 74 ae eld) + 69 
i IDTPECURNIMES LMM tra TOR Ch. ce emer oct Nosen eicccccavassicasaaacbes coneeaessctten ae 3 = 42 - 29 = 33 - 44 
Canadian securities: 
ed Trade in outstanding bonds and debentureS .....cccccceceseceeeeeseneeeee + 23 aise eer - 7 - 4 a 4 
“7A Trade in outstanding common and preference StockS ...........e - 57 cece = 27 - 42 - 44 
NIC WEIS SUC Mme rR en ee hoe ct UR MM oi adaaaetes + 410 + 405 94 V5 + 138 
1 EXSY AU HSER USS). whe Mey lot reece AE Ee Pe nes - 64 - 198 = 1D - 87 - 109 
8 ee es ea mR COAMEE ES lar fot ees De ca bh on nto norsednp ad rcsnin Taha admscesesnies $y 3 ead - 4 - - 7 
Loans and capital subscriptions by Government of Canada: 
i INGNGEAE CR PIO. cag Baas se ae ae lt CREE OEE EE ne oer OR EE - - - 8 - 10 - D 
i RIGMa VIM enusatOsC ana Aare. cee hers s, Rh Lacs dasave as emeenesewseueetr adeaanens’ - + 6 - + 19 + 4 
| RC OMIT DAME OR TORCH EV a TCU earns cee say coonvcas tose vues Seat icapasasseosnee sSeeskonnanee es - - - - 
MONE -teMMACADItAletrANSACtLONS. 1 LCs s.casteccs-clareescc-sestiecsecensenseseeee reeves + 19 =. | - idl + 27 - 24 
Change in Canadian dollar holdings of foreigners: 
let DY BOGUS. 5 Ande sole yah ee se eS + 38 oP iE + 44 + 20 
Nd Government of Canada demand liabilities 0... reece - - 3 - 1 + 5 - 
43 Gan ANC LEA SUNN DMS wet ee sect os sine rcs hace cary tee ncasieeacncenise tent ses oscate + 9 = 7 + 18 =. 37 + 4 
MUTE DERG THOWOMICIES. csc ccscsce te eiescencatacitesuesnansttesexecaadivensoseape Veta nintoncen - 58 + 98 - 116 + 110 + 287 
Net capital movement (excluding monetary items shown below) in: 
NEON =tOMDETORMN SaC Dl bO) DNS), a eaces tere sc oseaneeccearec ater Bite wceses nasseenefeurmrnct tens + 381 + 204 +, 27, + 25 ee Bs 
Sey cee E PSS ata caltes. (CB)) ©: U2 way oi Bs TL (i ma ey Pee oer RECT Pee Nc Cone Hi + 116 - 110 + 122 + 311 
GRIT aac nap he eye ee RR chs nae OP Nec ee + 304 + 320 = 283 + 147 1 29.6 
‘+E]| Official monetary movements in the form of: 
| Change in official holdings of gold and foreign exchange ............... + 66 + 111 - 145 + 28 eS aT 
Change in net International Monetary Fund poSition ..........:.scee - - + 86 - + 85 


Other special international financial aSSiStanCe .........cceseee ees = 


Ss: Mutual Aid to NATO countries is not included in either current eos or current payments. 
A een trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
the annual reports on ‘‘The Canadian Balance of International Payments’’ 


B 
All ieee item includes government transactions n.o.p., personal and epee remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965are preliminary and data for 1964 are subject to revision 


Annual totals 


Four quarters 


D 17 This item includes mainly changes in private and chartered bank holdings of exchange, international money market 
transactions, loans, and changes in open account commercial indebtedness. It also includes the balancing item 
representing unrecorded capital movements and errors and omissions throughout the accounts, 


H 


3 A minus sign indicates a receipt by Canada. 


ee eT ee ae ee a ea ea oa en ier aaa ended 
ih GLIAL IV I AL ib 1962 1963 1964 June 30, 1965 
millions of dollars 
2,198 vag Roy, 2.130 12825 2,190 6,380 7,082 8,240 8,327 1 
41 36 3D 55 34 1S) 154 145 140 3 
140 BOL AL 63 ise 562 609 662 680 4 
56 Eyl 141 65 74 202 230 Sue} 3a 5 
165 176 169 138 ery 509 563 645 650 6 
43 50 44 42 53 124 151 169 189 7 
Ze 126 130 132 L35 451 3473 502 323 11 
Deel OWN, Done. PEAT KON 25500 2,807 Sas 9,262 10,676 10,840 12 
B 
2,048 1,828 1,969 1,866 2 DDD 6,203 O5579) Te 40 7,885 1 
187 238 377 U2 214 605 585 7A. 741 4 
209 204 329 PE SNS, 236 794 860 978 1,004 5 
176 189 183 147 WZ S)5) 648 685 ak 6 
45 5)3) Die. 40 45 HS) 186 190 190 ti 
16 22 iKY) 23) on 36 65 69 85 9 
234 224 PL S\S) 234 Zou 849 881 935 928 ai 
Dies 2158 2 Q2D) soy FOF ) HAS 9,804 Wt LOY LAS 44 12 
Cc 
+ 150 ae Ss + 161 ele = 2 + Wy) + 503 AF 700 te 442 1 
- 282 - 118 - 303 = 9353 - 307 = O15 - 980 - 1,064 - 1,061 2 
- 16 - 22 = ig) - 23 - 21 - 36 - 65 - 69 - 85 3 
- 148 + 214 - 16l = Si)P/ - 360 - 874 - 542 - 433 - 704 4 
D 
se ye: se 52 a7 SO) PO) + 120 af 495 + 280 ar 255 a5 Sy Ih 1 
- 68 ~ 3 =e 5) = 735 - - 109 = 135 - 140 - 63 2 
+ 14 ar ap BR ae 5 + _L6 ae 64 a3 BY aF Wi ap 78 Ball 
- 8 ~ 5 - 40 - 83 - 83 - LUGS - 170 - 97 - Pali 3.2 
ae ofllts) ae ny ar 350) 12.85 + 301 a 728 + 984 createed Ibe} + 14253 4 
- 100 =p ey =e - 70 - 178 - 320 - 404 - 358 ~ 397 5 
= 38 - 7 = et = 35 - 5 - 65 ep) - 63 - 58 6,7,8 
= - - 8 - - Pee. - 18 - 10 - 8 9 
aE 2 ae sl 2 =e 5 se AP LS) ap DS SP 9 ae 10 10 
- + 54 - - - - - SP 54 ar 54 11 
ete ey 4+ 34 at 5 ae CO) - 80 - 6 a +p 3 - 2a 13 
== 9 - 36 aS + 38 - 37 - 13 ae eee 28 + 18 14.1 
= 3 - + 3 - il - 3 - 4 + 1 - - 1 14.2 
+ 14 - 16 - 18 + 27 - 10 + 4 aw ee 16 - 17 14,3 
=O. =e 29 - 189 + 106 ar Sk) aF 374 se ove - 69 6 17 
E 
so Sy? =- BRS) + 493 ae WS ar 8) ar 668 ap e)S}7/ se 853 af 964 1 
=p teva - 281 =o Sel! sm IEA) + 268 la SHoysl + 5 - 3) 7) + 6 2 
ae PALS; - 58 ap BAP + 325 ae Ole ae WS O2Y) + 688 + 796 ai 970 3 
H=C+E 
+ 62 + 97 + 54 - 118 - 92 + 537 + 60 + 86 - 59 1 
+ 6 + 59 + 127 + 46 + 93 = ShS te BO YE 4208 +: 1325 2 
ba = le = ia a “ " = 3 
a4 sid : =... 
Notes: D A minus Sign indicates an outflow of capital from Canada. 
D 1,2 Exclusive of undistributed profits. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER: 1965 


Larger increases in Canadian imports of merchandise than in exports have been the leading factor 
influencing the enlargement in Canada's current international deficit in goods and services during 1965, 
which in 9 months amounted to $754 million compared with $272 million in the same period of 1964, 
Allowing for the seasonal factors, this is the equivalent of an annual rate in the neighbourhood of 
$1 billion. This annual rate persisted even in the third quarter when international current receipts 


and payments were largely in balance on account of the usual concentration of receipts from the 
summer's tourist trade. 


Increases in imports are a reflection of strong Canadian demands associated with record levels 
of incomes and expenditures, including the large investments in machinery and equipment and some ac- 
cumulation of inventories. Exports to the United States and some overseas destinations have continued 
to rise over last year, and in the third quarter a new factor in exports overseas for this year was the 
first delivery in the sales of wheat to the U.S.S.R. announced during the quarter. On the basis of 
clearances during the period, exports of wheat and flour on the account of the U.S.S.R. amounted to an 
estimated $78 million in this quarter this year, which compares with some $63 million in the third 
quarter of 1964 when the deliveries under the earlier special sale were completed. 


Summary Statement 


1964 1965 
1963 1964 —_—— 
EI1.0 IV Q I Q Ganon e Bik) 
millions of dollars 

Merchandise trade balance ....... zp 508 + 700 an Sisy4: ae altel - 42 —eeZ On ireLes 
Deficit on non-merchandise 
Meeronsactions 22.2. ..0c5eccceces - 1,045 el l33 - 140 - 322 - 355 =93 39 ame epD 
@ecent account balance ....ccees - 542 - 433 + 214 - 161 - 397 ="363>5+" 96 
pital movements(1) ..isccccceeces ar 688 + 796 - 58 a coli ap Sy25 + 364 + 220 
mee term forms. ). 0s 6c i vecesss ae 637 + §853(2) Se PLS) + 493 +33 + 96 + 219 
Meonort-GCerm fOrmS <...scccc ce cc ae Syl - 5yy/ - 281 Sealey + 192 + 268 + 1 
Jhange in official holdings of 

gold, foreign exchange, and net 

balance with International 

BP CeryOrundus st esscevceiccees: + “146 +* 95363 + 156 + 181 = 1°72 fl OEY 226 


(1) Excluding change in official exchange holdings. 
(2) Including net receipts of $54 million under the Columbia River Treaty arrangements. 
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jurrent Account Transactions in the Third Quarter 


Canada's transactions with the rest of the world in current goods and services in the third 
\uarter yielded a surplus of $6 million. As compared with a year-before surplus of $214 million, which 
yas the most favourable balance for the quarter in recent years, there was a decline of $208 million. 
\s net payments for services scarcely changed from $140 million to $142 million, the diminution in the 
‘urrent account surplus originated in merchandise trade. Merchandise imports rose more rapidly than 
‘xports, and an export balance of $354 million in the third quarter of 1964 was reduced $206 million, 
ve nearly 60 per cent, to a surplus of $148 million in the third quarter of 1965. Geographically 
vurrent transactions with the United States accounted for about one-third of the shrinkage, transactions 
ith the United Kingdom for about one-sixth and transactions with other countries for the remaining 
me-half. Within this third area, the bulk of the decline occurred in transactions with countries 
vuutside the sterling area and the other OECD Europe group. 


The unadjusted trade balance between recorded exports and imports represented a surplus of $87 
million in the third quarter. But with adjustments primarily for the timing of wheat shipments, as 
shown in the "clearances", this balance was raised to $148 million. The lag in entry into the export 
total of shipments of grain under the new Russian contract represented an important part of the timing 
adjustment. There were also smaller and offsetting adjustments for progress payments and deliveries 
of defence goods and civil aircraft. As mentioned in preceding issues of this report, similar adjust- 
ments converted a crude surplus of $10 million in the first quarter to a balance of payments deficit 
on merchandise trade of $42 million, and reduced a recorded Sidispewe- of $63 million in the second quarter 
to a positive balance of $28 million. deficit 

negative 

Cumulatively for the first 9 months of 1965, Trade of Canada surplus stood at $34 million and 

the adjusted export balance for balance of payments use at $78 million. 


Adjusted merchandise exports rose $80 million, or more than 3 1/2 per cent, from $2,182 million 
to $2,262 million in the third quarter of 1965. Merchandise imports increased much more - $286 million 
or about 15 1/2 per cent from $1,828 million to $2,114 million between the two periods. 


The small rise of $2 million to $142 million in net payments on non-merchandise transactions 
included larger but offsetting changes in the balances of some component items. As increase of $20 
million in the surplus on travel account with the United States together with a decline of $1 million 
in net travel expenditures overseas contributed $21 million towards reducing Canada's recurring deficit 
on all non-merchandise transactions. Higher immigration, with the largest number of third-quarter 
arrivals in recent years, caused a deficit of $3 million in the July - September quarter of 1964 to 
change to a surplus of $7 million in the third quarter of 1965. A similar turn-around of about the 
same magnitude took place in each of the first two quarters of the year. Net payments of interest, 
dividends and other items widened moderately, and the value of gold production available for export 
decreased $2 million to $34 million. Official contributions, at $30 million, were at their highest 
level for the third quarter in recent years. This total included about $10 million worth of wheat 
shipped to India and Pakistan, together with contributions to Canada's other bilateral and multilateral 
economic aid programs. 


Current Transactions in the Nine Months 


Canada's current account deficit with foreign countries was estimated at $754 million for the 
first 9 months of 1965. This total was up $482 million over the deficit of $272 million for the same 
period of 1964, and was more than 2 1/2 times larger. The enlargement of the current account deficit 
was distributed $59 million, $215 million and $208 million over the first 3 quarters of 1965, and 
roughly paralleled the over-the-year narrowing in the trade surplus - $77 million, $178 million and 
$206 million, totalling $461 million in the 3 quarters, The deficit on non-merchandise transactions 
widened $21 million, or about 2 1/2 per cent, from $811 million to $832 million. 


More than 65 per cent of the growth in the current account deficit in the 9 months occurred in 
Canada's transactions with overseas countries, other than the United Kingdom. Transactions with the 
United States accounted for over 28 per cent and those with the United Kingdom 6 per cent of the 
deterioration in the deficit. 


The substantial decline in the merchandise surplus from $539 million in the first 3 quarters 
of 1964 to $78 million in the same period of 1965 resulted from a much sharper rise in imports. 
Merchandise exports gained $166 million or over 2 1/2 per cent from $6,110 million to $6,276 million. 
Merchandise imports for the 9 months of 1965 were estimated at $6,198 million, up $627 million or about 
11 per cent over $5,571 million for the first 3 quarters of 1964. 


The expansion of $166 million in merchandise exports to $6,276 million in the first 3 quarters 
of 1965 was the result of large increases and decreases involving a number of commodities and commodity 
groups. Exports of motor vehicles and parts advanced nearly $100 million between the 9 months of 1964 
and 1965, as did also shipments of non-ferrous metallic ores and alloys. Shipments of wood pulp and 
newsprint were together some $50 million higher, and those of machinery and of the group covering oil 
seeds and meal were each more than $25 million larger. Exports of each of the following 3 groups of 
commodities increased approximately $20 million: meat and fish; crude petroleum, natural gas and 
sulphur; and chemicals, Clearances of wheat declined over $220 million between the first 3 quarters 
of 1964 and 1965, of which the reduction in shipments on Russian account (including Cuba) amounted to 
nearly $160 million. Exports of wheat flour were down more than $35 million (mainly on Russian account) 


and those of uranium, aircraft and engines, and railway rolling stock were each lower by between $15 
million and $20 million. 
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Summary of Current Transactions with the United States, United Kingdom and Other Countries 


1964 and 1965, and Changes Between the Periods 


Third quarter 


Merchandise exports (adjusted) ..cccccccvee 
@erenandise imports (adjusted) .....ccccese 
mweanceson merehandise trade .i.ceccceocese ces 


PRTOCMCUISGCTIii GOCEL DES ts o.cvele esis clelsc ei cele oe 
PMormCUGEeMtPAYMENIES. 26.20 cs.s 6coseeececis 
Balance on non-merchandise transactions ... 


Total receipts eeeeeveeeeeeeeeeseeeeeeeeeeeeee 
SMM AN TNCINES MM etelese.e1s0e. oes) ois sisileleeyele 6 ace eee 
Bnaomren ACCOUNT —DaALANCE! ¢ 6.c%wcwcle ee cde cee ee 


January to September 


@ecnandise exports (adjusted) ...ccccrscces 
Merchandise imports (adjusted) ....ceccccee 
lMmeaiance on merchandise trade ...coccceccrvecs 


ImeeT CUTTeENt TeceLPtsS cescececcccscvcseves 
MMe GECUCGEHE ePayMeNtS 6 4. sw ove 2 sieee osc oers 
Balance on non-merchandise transactions ... 


MtEALeCCCCI DES selec wisigie cos 605606 es eeieic eo oe 


EGE DAYMCNES oceessscccvenssescrevesseres 
PeaGenenaCCOUNEMDA LANCE +s cne.s 0 ose eles e eee 


Third quarter 


Weechandise exports, (adjusted) cscscoceceve 
Weeecnandise imports (adjusted) ...ccerccecoes 
lmemeance on merchandise’ trade ..cccccccecces 


Mane CuUGbrent LTeECelpts ..ccccceocccocsccsve 
| 

| Other current payments ..ccccccccccccccoces 
Balance on non-merchandise transactions ... 


BEETINECCCIPES .cccececcccccccvccoccesvcccs 
MEGAL PAYMENES ..ccccccccessccececercccscce 
\ 

(Current account balance ..seeceseoeeeereces 
| 
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January to September 


‘Merchandise expemter (adjusted) 2 sccis dive Ses 
Merchandise imports (adjusted) ...sscsoeeee 
Balance on merchandise trade ..se-eeeseeees 


p@ther current receipts ...cccceccvcscsvccce 
Other current payments eo le sie las 6. 05070 6.6: 6:6 6'e'6: 6:0 
Balance on non-merchandise transactions ... 


‘Total receipts eecereeeeneeseoeoeoeeeneeveevner ee ee ee 
Total PAYMENES wececocccccvecvcereccccssses 
(Current account balance ....seseceeeeeceees 
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1964 


1965 


Change 


1964 


1965 


millions of dollars 


All Countries 


United States 


Change 


DP Mey 2 Dy + 80 Las 1,268 + 120 
sey Ae) PE NA, + 286 1230 1,428 + 198 
+ 354 + 148 - 206 82 - 160 - 78 
790 885 + 95 586 654 + 68 
930 O27 + 97 619 680 + 61 

- 140 - 142 - 2 33, - 26 + 7 
ae Shy eC H + 175 I sya ee Oe, + 188 
2 /DS Shs WALI + 383 1,849 2,108 + 259 
+ 214 + 6 - 208 Lis - 186 SL eek 
6,110 6,276 + 166 SR226 Ses(eXOy/ + 379 
SASH 6,198 + 627 Bo 2 Bee S'S) 0, + 478 
+ 539 + 78 - 461 644 - Hees! - 99 
1,805 1,989 + 184 1253, La sjsy + 101 
Pelee) Do Soya + 205 Ia Aoi) 1,924 + 139 
- 811 - 832 pa 53oZ - 570 - 38 
Wek) 8,265 + 350 4,481 4,961 + 480 
8,187 G5 OL9 + 832 Di ODy/, ATE + 617 
- 272 - 754 - 482 ls76 =2@1L5 323 - 137 

United Kingdom Other Countries 

324 309 - 15 710 685 fn PS) 
134 156 22 464 530 + 66 

+ 190 + 153 - 37 246 + LS - 91 
88 96 + 8 116 35 + 19 
118 As} + 5 193 224 +, 931 

- 30 a 7 + 3) Tal. - 89 - 12 
“AD 405 - 7 826 820 - 6 
Ws f) 279 aT, 657 754 + 97 

+ 160 + 126 a sye 169 + 66 - 103 
913 872 - Gl 1,969 E797 = be 72 
440 454 14 IL 2DS, 1,394 135 

+ 473 + 418 at 55) 710 + 403 - 307 
243 268 + 25 309 367 + 58 
314 Sits) - al 517 584 + 6/7 

Se fat = 45 26 208 - Pay | - 9 
Wel56 IL WANG - 16 BaP Ife, 2,164 - 114 
754 767 13 LLG 1,978 202 

+ 402 + 373 - 29 502 + 186 - 316 


Commodity details on imports are incomplete for the first 9 months of 1965. Larger imports of 
motor vehicles and parts, machinery and industrial materials, including fabricated steel, fuel oil and 
chemicals, were featured in the rise of about 10 per cent in imports between the first half of 1964 
and 1965. It is to be expected that increases in imports of these commodities together with consumer 
goods would contribute to the 11 per cent rise in imports for the 9 months of the year. 


Major Items in the Balance on Non-Merchandise Transactions 
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First nine months 


1961 1962 1963 1964 1965 


millions of dollars 


Gold production available for export ...... Ter ae OLY) +o 275 + ALO +03 = 7 
RE AviclMmexD en ise ULeS welels ere sterelelsiote's cfeiste clersiels © - 120 - 35 + 29 =a 25 = 815 + 10 
interes te ands drvldendSum oc wels eters clears eels eraser - 413 - 442 - 431 - 477 - 502 - 25 
Preightrand “shipping Sys se. .cscveeccee cet orL seule - 67 - 64 ="526 - 58 - 32 
Inheritances and migrants’ funds .....ccee- - 49 ~3U - 20 - 13 + 19 +-32 
OLfTelal A ContirilbUEwOns. selects ste eiels 6 @ on eiere ere - 36 =H 27 - 49 - 50 - 74 - 24 
Ais ouneracunrenmu seLancacti Ones. ce «sec siets S Aili) - 300 - 302 - 330 - 305 Bm 743) 
Balance on non-merchandise transactions ... - 823 - 782 - 722 - 811 - 832 - 21 


Deficit on Services and Other Non-Merchandise Items 


Canada's deficit on non-merchandise transactions widened about 2 1/2 per cent from $811 million 
in the first 9 months of 1964 to $832 million in the corresponding period of 1965. The latter total 
was a shade higher than the 9-month "invisible" deficit in 1961 of $823 million. Among changes in the 
balances of individual non-merchandise transactions, there were some which were larger than the 
magnitude of the over-all change of $21 million. Between the 9 months of 1964 and 1965, an improvement 
of $32 million in the balance on inheritances and migrants' funds was conterbalanced by a widening by 
the same amount in the deficit on freight and shipping services. Other changes contributing to en- 
larging the deficit on non-merchandise transactions included an increase of $25 million in net payments 
of interest and dividends, a rise of $24 million in official contributions and a decline of $7 million 
in the value of gold production available for export. There were moderate reductions in net payments 
of travel expenditures of $10 million and of other current transactions, including government expend- 
itures, miscellaneous income and business services, amounting to $25 million altogether. 


Travel Expenditures 


First nine months 


Change 
1962 1963 1964 1965 in 1965 
millions of dollars 
United States: 
REC Susp irene sveteheonekeielacete crelersrersieleuelsveletere orctere 429 457 494 550 + 56 
Payments eoeeeeeveveeeeeeseseeee ee eevee eeeeaeeaened S52 319 389 438 + 49 
Balance eeeeeoeveeeeveaeveeaneeve eee eeeeeevaeeeeveeevne + TA + 138 + 105 + 112 + i 
Overseas; 
Receipts eoeeeneweoevoeev eevee eeevn ee eae eeeeeveeeaeeeee 41 48 56 74 + 18 
PAVINCIVES etee slelacete 6, ae ce ie oes aie eos cle ere nieis 153 ISY7) 186 201 + 15 
Balance esoeereeseeereee es erseoeeeeseeeosrevesene - 112 - 109 - 130 = 327 + 3 
All countries: 
BECELDES Ws Sse ous oe cae Me ss cates Pe ween eee 470 505 550 624 + 74 
PAVMGH EGR eh canis ce es Ct oe hb ab eee eee octane 505 476 575 639 + 64 
Balance eeesee eeceoerereeeeeeeseeoeeeseseeeeeee = 35 + 29 ee 25 = 15 + 10 


ety 


The 9-month travel deficit which had exceeded $100 million in the second half of the Fifties' 
decade reached a high level of $152 million in 1960. The deficit for the first 3 quarters thereafter 
contracted until 1963 when a surplus of $29 million occurred. A year later a deficit of $25 million 
reappeared as a result of a cut in the surplus on travel account with the United States combined with 
a rise in Canada's net travel payments overseas. Between the 9 months of 1964 and 1965, the travel 
deficit was reduced by $10 million to $15 million, as the surplus with the United States rose $7 million 
to $112 million, while the deficit with other countries declined $3 million to $127 million. Both the 
receipts from foreign visitors of $624 million (including $550 million spent by travellers from the 
United States) and the Canadian expenditures abroad of $639 million (of which $438 million were spent 
in the United States) stood at record levels. In a comparison of net travel transactions for the first 
9 months in recent years, it is seen that Canada's deficit with overseas countries has increased, but 
moderately from $112 million in 1962 to $127 million in 1965. Net travel receipts from the United 
States on the other hand have fluctuated markedly - from $77 million in 1962 to $112 million in 1965, 
with a peak level of $138 million in the first 3 quarters of 1963. 


Net payments of interest and dividends rose $25 million or about 5 per cent to $502 million in 
the first 9 months of 1965. This total represented 60 per cent of the deficit of $832 million on all 
service transactions, similar to the proportion in the same period of the two preceding years. The 
growth in the deficit on account of interest and dividends resulted from a larger increase in payments 
than in receipts of both interest and dividends, particularly in the former. Interest payments rose 


$23 million to $262 million in the first 9 months of 1965 following large sales of new provincial, 


municipal and corporate bonds to foreign investors during 1964 and in the early months of 1965. A 
large portion of the increase of $36 million in dividend payments to $446 million and also of a slightly 
smalier gain in dividend receipts originated in direct investment, as dividends on portfolio holdings 


rose moderately between the first 3 quarters of the two years. 
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Interest and Dividends: Payments The costs of international trans- 
portation of growing volumes of exports and 
imports were reflected in receipts of $482 


ie Silgite ae aes eee million and payments of $540 million for 
millions of dollars freight and shipping services, both standing 
at peak levels for the first 9 months of the 
1962 794 284 510 year. Net payments for these services more 
1963 860 314 546 than doubled from $26 million to $58 million, 
1964 978 336 642 but the 9-month deficits were higher at $64 
million and $67 million in 1963 and 1962. 
e263. ..1II.Q 181 67 114 The situation in 1964 was unusually favourable 
IV Q 285 92 193 due to receipts of inland freight and port 
expenditures from foreign-operated ships 
1964 I Q 236 73 163 engaged in delivering grain and flour under 
LLOQ 209 94 115 the first large-scale contract with the 
PLL 204 12 32 Usoeoehs 
IV Q 329 oF 232 
In continuation of a tendency towards 
1965 I Q 235 Le 158 improvement since 1960, net payments of $13 
LisQ 248 107 141 million on migrants' funds and inheritances 
1 RO) 225 78 147 in the first 3 quarters of 1964 changed to a 


surplus of $19 million in 1965. This favour- 
able development was largely due to the rising 
| number of immigrants, who numbered more than 
84,600 persons in the first 3 quarters of 1964 and over 108,400 persons in the same period of 1965. 


Official contributions, or Canada's economic aid to developing countries in the form of grants, 
were higher in each quarter of 1965 as compared with the corresponding period one year before. Over 
the 3 quarters, official contributions totalled $74 million, as compared with $50 million and $49 
million in the 9 months of 1964 and 1963, respectively. Payments were higher under the bilateral plans 
as well as under the international food aid program, and contributions to multilateral aid schemes were 
also larger in the first 9 months of 1965. Official contributions included wheat shipments to India 


and Pakistan amounting to more than $18 million. 


The $25 million decline in the deficit on all other current transactions from $330 million to 
$305 million was attributable to a fairly substantial payment in the first quarter of 1964 of Canada's 
‘share of the common defence costs in Korea, together with other factors including larger receipts in 
(1965 of interest on export credits supplied and of fees for some types of business services. 
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Transactions by Areas 


In an over-the-year comparison of quarterly estimates, Canada's current account deficit with 
the United States has widened over the previous year each quarter since the fourth quarter of 1963. 
The deficit for the first 3 quarters of 1965 of $1,313 million was $137 million, or 11 1/2 per cent, 
above $1,176 million for the same period in 1964, More than 70 per cent of the rise in the deficit 
originated in merchandise trade. Both merchandise exports and imports gained about 12 per cent but the 
magnitude of change in imports was larger, increasing from $3,872 million to $4,350 million, or by $478 
million, between the 9 months of 1964 and 1965. Over the same period, merchandise exports to the Unitec 
States rose $379 million from $3,228 million to $3,607 million. This gain in exports was spread over 
a whole range of commodities but was more pronounced in automobiles and parts and other manufactured 
goods, Lower value of gold production available for export, larger net payments on freight and shipping 
services and, in particular, a much higher deficit on interest and dividends brought about a widening 
of $38 million from $532 million to $570 million in the deficit on "invisibles'" with the United States, 
There were smaller ameliorating changes in the balances on travel, migrants' funds and some miscel- 
laneous transactions. 


Quarterly Current Account Balances _ Canada's current account surplus with 
the United Kingdom was $4 million smaller in 
the second quarter of 1965 and $34 million 
lower in the third quarter as compared with 
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millions of dollars the quarterly surpluses in 1964. The 9- 
month surplus of $373 million was $29 million 
United States: or 7 per cent, below that of $402 million in | 
1962 = OMeAO eo on eee Oo ED 1964. This reduction in the surplus arose 
1963 - 348 - 345 - 60 - 409 - 1,162 entirely from merchandise trade. While 
1964 OTe De Le ae 9 = 655 imports increased 3 per cent from $440 millio 
1965 = 589 - 9538 = 166 to $454 million, merchandise exports declined 
$41 million, or 4 1/2*pervcent, to $872 
United Kingdom: million. The reduction, concentrated mainly | 
1962 + J sp 5) ap sh ap LOG: sp 218 newsprint and in other manufactures, was 
1963 qe tlh ap JUL. sp Ose ULeO) sp thilh probably the result largely of the imposition 
1964 ap SO) se 2 se ilLO@ «5 2G 607 of surcharges on imports by the United | 
1965 + 99” 148) S126 Kingdom. A combination of somewhat special | 
factors narrowed the non-merchandise deficit 
Other countries: from $71 million to $45 million in the first . 
1962 = af (= 2A se ey AR 30 9 months of 1965. Some of these were the 
1963 qe 2) sp FAQS Ik} gp LO se ZOE Korean defence cost settlement and payment | 
1964 +121 +212 +169 +113 + 615 of non-recurring dividends in the first | 
1965 Spo Sere ee) gee quarter of 1964, and receipts of more fees : 


for business services in 1965 and larger 
dividends on direct investment in the third 
quarter of the year. 


In the reduced current account surplus with other countries all but $9 million of the $316 
million contraction from $502 million to $186 million was attributable to merchandise trade. Commodity 
exports declined $172 million, or over 8 1/2 per cent, from $1,969 million to $1,797 million, while 
merchandise imports rose $135 million, or more than 10 1/2 per cent, from $1,259 million to $1,394 mil-| 
lion. More than the entire $316 million shrinkage in the current account surplus with other countries | 
originated from transactions with countries not members of the sterling or OECD groups. Canada's cur- 
rent account surplus with the Rest of the Sterling Area more than doubled but most of this favourable 
contribution was neutralized by a fairly sizable addition to the deficit with other OECD countries in 
Europe. The reduction of some $194 million in shipments of wheat and flour on Russian account, as 
mentioned before, exceeded the $172 million decline in Canada's exports to overseas countries, excludin 
the United Rineden: 

| 

Canada's current account deficit with the United States in the third quarter of 1965, (excludin 
gold production available for export, which is conventionally attributed to the United States account) 
amounted to $220 million. In the first nine months of 1965 it totalled $1,416 million. Capital move-) 
ments between Canada and the United States in long and in short-term forms, shown separately in the 
statement, involved an outflow of $9 million in the third quarter and of $40 million in the nine months 
Transactions with the United States (apart from changes in Canada's official holdings of United States 
dollars which rose in the third quarter but were below the figure at the beginning of the year) accord- 
ingly gave rise to net payments to that country of $229 million in the third quarter and of $1,456 mil- 
lion in the nine months of 1965, This massive bilateral imbalance was some $1,200 million larger than 
in the corresponding period of 1964, Flows of banking funds were of special importance in this change 
and are discussed below. 
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Financing of Canada's Bilateral Account with the United States 
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First 3 quarters 1964 1965 
1962 1963 1964 — SSS SSS 
1964 1965 IV Q Eee biPO” PIET 0 


| 
millions of dollars 


Transactions with the United 
States(1) 

Peeeree ssccount balance 2.22.66. - 1,277 t= .1,316.--15800~ << -1,2864 =-1;416~- - 514 - -.624. - 572.< 220 
_, Capital movements in long-term 

| DsCMUEeee his saeatcsiecsseses Ff) (O68) 9843 4.170087 + (573 4 609 “+ 514 4 180 + 157 + 272 
. Capital movements in short-term 

forms e@eceoeeereeeeeoeese er eeseseeeee ne 423 + 7 + 668 + 462 Ly 649 + 206 — 206 =, 162. = 281 
otal eeceoeeeeceoereeceer eo eeeeeeaeee as 186 - 466 be 45 = 25M 1,456 + 206 = 650 at Byy/ 7) - 229 


Financing 

{| Transactions with rest of world: 

| Gurzent account balance ...... + Jab eye sr 620g le 2 JOC OOO eS Sy O28 ee / 5a eo o 
Capital movements in long-term 
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| Gold production available for 
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| Canadian holdings of gold, 

| foreign exchange, net asset 

Beer rene SIME. “ECC. cece cece 1550 146 - 363 - 182 - £55) 00 LBL Se 2 Ls. 226 
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(1) Excluding gold production available for export and changes in official monetary assets, shown with 
financing. 

Note: There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements 

} in short-term forms. See text. 


With the United Kingdom and other overseas countries the pattern of balance was in reverse - 


Canada experienced current account surpluses of $192 million in the third quarter and of $559 million 
in the nine month period and received capital of $229 million in the quarter and $949 million in the 
nine months, bringing net receipts to $421 million and $1,508 million respectively. 


The other items in Canada's balance of payments were the current gold production available for 
export amounting to $34 million in the third quarter and $103 million in the nine months, and the in- 
creases in Canada's official holdings of gold, foreign exchange, and International Monetary Fund assets 
amounting to $226 million in the quarter and $155 million on balance in the nine month period. 


Contributing to the bilateral imbalances already cited were very major shifts arising from the 
foreign currency operations through the Canadian banking system. The following statement shows that 
$864 million of the 1964-1965 change of $1,205 million in the nine months bilateral balance with the 
United States reflected these rather special transactions, while in the case of other countries at 
$1,357 million they more than accounted for the swing of $1,185 million. Apart from these bilateral 
shifts significant external financing has been provided by reductions in Canadian-owned banking claims 
abroad, 
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Net capital movement arising from the First three quarters 
foreign currency operations of the Change 
Canadian banking system 1964 1965 
millions of dollars 
PE COLES TC. cipislas ct ccs csccctpacsecccevecnes + 268 ~ 6596 = 864 
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The data represent transactions in net foreign banking assets of resident customers of Canadian banks 
Canada together with small variations in the net foreign currency assets of the banks themselves, 


in 


Because of the special character and great complexity of the international banking operations, 


which were described in a technical note in the last report, readers may wish to have some further 
description of recent developments. The net outflows to the United States arising from these operations 


aggregated $296 million in the third quarter, bringing the net outward movement for the nine months to 
nearly $600 million. This was twice the inflow which had occurred from the United States through this 


channel in the whole of 1964. From other countries, on the other hand, there were inflows of $273 


million in the third quarter and of well over $1,000 million in the nine months. 


$400 million larger than the outflow to these countries in 1964. 


Canadian Chartered Banks 


Net Transactions in Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 


Year 
1964 
Assets with residents of: 

United States eeeeevoeveeeene7eeeoeeevee eevee eee een eeveeeveeeaee 40 
Other Countries eeeoeveoeoceveev ee eeveeeeweeweevoeew eee eaneveene7eee @ 69 
ROLALeMOn—TEST Meneses elecstele eer e ersievercicieie oreraretere sl 
Canada eeereeeeveeeeeseeeeeaesw ee ee#w seceoee*wneeeeeseeaeeeeeeae eee eee @ (b) 198 
TOEALS @oeoeeeveeaeeseeoeaeweeeeeeeeeaeeeeeeoeweseeeneevs eevee eee eo @ 929 

Liabilities with residents of: 
United States @eeeee0nrteeeeseeeeeoeeeeeeoeeee eee @eeeeeseeeseesee Syey7! 
OErher Countries” ys «ccs sciclete cee sc ss clevelete aie ssiers. sere 91 
Total non-resident eeceoeeseeveeeoeev orev eevee eeeee 428 
Canada oereee @eeeeesrvoeeoeeeveeseeeeeveeeeeeoeeeseeoeeoe (a) D2 
Lots eoeoeeweoeeeeeeeeeeeeeeseeeaeevneeseeeaeevpeeweeeseaee7ee eee @ 960 

Net Assets with residents of: 
United States eeoereceeoeoeeonoe er ever eeerneeeeerse eee eooee - 297 
Other Countries wy siieci stereo le octevec ele lacie state aevcle ee 600 
Total non-resident @eeeeeseevoeeeweeeeoeeeeeeeseeeeoeeseeeee 303 
Canada eoseeeeeece eoceoereeeeeeeoeeeeoeveee eres oereraereee8 - 334 
Totals *eeeeoeeee e@eeoeeeeeeeeseeseeseeeeseeaeseesweesesoeoeseseeeeeees (a) ~_ Sil 


The above statement is designed to show the effect on Canada's balance of payments of foreign 
As described in the extended note in the 
report for the second quarter of 1965, the amounts identified as (a) are embodied within item D 17,1 


currency banking operations of the Canadian Chartered Banks. 
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(e.g. this item in 1964 includes-$501 million, reflecting an increase of $532 million in residents' 


holdings of foreign currency deposits with Canadian Chartered Banks in Canada less a decrease of $31 


million in the net foreign currency holdings of these institutions); while the amount identified as 
(b) is embodied within items D 13 and D 17,5 (e.g. in 1964 as an aggregate inflow of $198 million). 


The figures are based on data published monthly in the Statistical Summary of the Bank of 


Canada, but have been adjusted so as to eliminate changes in value resulting from variation in exchange 


rates, 
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While the pattern of outflows to the United States and inflows from other countries was charac- 
teristic of each quarter of 1965, more than reversing opposite flows in 1964, the underlying elements 
in the third quarter were quite different from those in the earlier part of 1965. During the first and 
_ second quarters of 1965 there had been very sharp declines - aggregating nearly $600 million - in 
_ deposit liabilities in foreign currencies to residents of the United States, declines which must be 
jaerated in part at least to the application of the balance of payments guide-lines introduced by the 
{ 
| 


United States authorities. The Canadian banks reduced their assets in the United States, but by only 
half this amount, leaving a net outflow to the United States of $300 million. In the same period the 
Canadian banks attracted more than $200 million of deposits from overseas, but concurrently they reduced 
_the funds employed there by more than $550 million, a massive shift of more than $750 million in all. 


| In the third quarter there was a further large increase in foreign currency deposits attracted 
_from overseas, approaching $300 million, probably reflecting in some measure the improved balance of 
payments position in some parts of Europe. At the same time repatriation of United States owned deposits 
| £e11 to only $25 million from the very large flows earlier. The moderation of United States withdrawals, 
_and the large receipts from overseas contributed to a growth of foreign currency assets which were 
largely employed in the United States. Accordingly, the reduction of assets there which occurred in 

| the first half of the year coincidentally with the reduction of deposit liabilities, was substantially 
reversed in the third quarter, 


| Capital Account Transactions in the Third Quarter 


The major capital movements in both long and short-term forms in the third quarter were mainly 
concentrated in the same categories of transactions as in the previous period. Due to changes in the 
mix, however, there were quite sharp swings from the second quarter position in the aggregate movements 
-with total long-term inflows more than doubling to $219 million while short-term inflows dropped by 
| $267 million to $1 million. The balance on current account, reflecting largely normal seasonal factors, 
improved in the third quarter to a surplus of $6 million. The resultant increase in reserve assets 
amounted to $226 million, of which over one third took the form of net drawings in Canadian currency by 
member countries of the International Monetary Fund. 
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millions of dollars 


Capital movements in long-term forms .... ap (Si7/ $°O53 + 192" 223 4+ 493 + 133 + 96 +219 


Capital movements in short-term forms(1) ap spill + 59, 68, = 281, = 151 Se: PAs Lo} oes 
Balance on goods and services ceecceesecee - 542 - 433 - 148 + 214 - 161 = SP a SYS er 
Change in official holdings of gold, 

foreign exchange, and net balance with 
the International Monetary Fund ....... +146 + 363 + 68 + 156 + 181 a Det ob d Ebr 2 28 


(1) Excluding items in final line. 


The main capital inflow in long-term forms continued to arise from the sale to non-residents 
of Canadian new issues, buttressed by another substantial inflow for direct investment in Canada. The 
'main outflows were for the retirement of outstanding Canadian securities, export financing and Canadian 
direct investment abroad with significant amounts also flowing out for the repatriation of Canadian 
equities and the purchase of foreign securities, A sharp contraction in retirements of securities from 
the exceptionally high total in the second quarter was a leading factor contributing to the increased 
net inflow in long-terms forms, 


The significant factor reducing the overall inflow for capital movements in short-term forms 
between the second and third quarters was the swing from a decrease to an increase in Canadian holdings 
of bank balances and other short-term funds abroad. All other short-term movements were in the same 
direction as in the previous quarter with the only significant change being an increased outflow as 

) non-residents reduced their holdings of Canadian finance paper. 
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The balance of transactions in goods and services together with capital movements in long-term | 
forms was relatively large and inward in the third quarter, which is seasonally characteristic, but 
only slightly more than half the balance a year earlier. Over the nine months of 1965 the current | 
account deficit exceeded capital inflows in long-term forms by more than $300 million. | 
| 

DIRECT INVESTMENT Net inflows of foreign capital for long-term direct investment in non-resident 
controlled enterprises at $100 million in the third quarter were four-fifths | 

of the unusually high level of the previous period. Manufacturing continued to receive the largest 
share of the inflow, with substantial amounts also going to the mining and petroleum and natural gas 
industries. The net inflow in the first nine months of 1965 amounted to $290 million which was some 
$125 million higher than for the corresponding period of 1964, | 

Prominent among the transactions in the third quarter was the takeover by United States interests 
of a Canadian pharmaceutical company, while a reverse flow was occasioned by the disposal by United | 
States interests of the assets of its Canadian subsidiary. Geographically about four-fifths of the 
inflow came from the United States and the bulk of the remainder from overseas countries other than the | 
United Kingdom, | 


Canadian direct investment abroad involved an outflow of $40 million during the quarter under 
review. Included in this total were significant amounts channelled into beverage, metal fabricating | 
and petroleum transportation subsidiaries and into hotel and motel developments. About two-fifths of 
the total outflow was to the United States, one-tenth to the United Kingdom and a half to other countries 


SECURITY TRANSACTIONS Transactions in portfolio securities between Canada and other countries 
during the third quarter of 1965 resulted in a net capital inflow of 
$225 million. This was nearly 60 per cent more than the total inflow of $141 million for the first two 
quarters of the year and is explained by a substantially higher sales balance of $247 million from 
transactions in Canadian securities. 


| 

| 

The sale of Canadian new issues, again the dominant feature of security movements, accounted | 

for an inflow of $293 million, virtually unchanged from the preceding quarter's figure. The bulk of | 

this inflow came from the sale of $169 million of new corporation bonds and $101 million of new provin- | 

cial government direct and guaranteed issues, Retirements of Canadian securities at $56 million re- : 

turned to the normal third quarter level from the unusually high $176 million of the previous quarter, | 
while trade in outstanding Canadian securities showed a sales balance of $10 million compared with last 

quarter's purchase balance of $67 million. Net sales of outstanding bonds reached $38 million, while 7 

the net outflow for the repatriation of Canadian equities, at $28 million, was two-thirds down from the | 

$83 million outflows of the March and June quarters. 
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Dealings in foreign securities led to a net outflow of $22 million, of which $16 million con- 
sisted of net purchases of outstanding securities. 


During the first nine months of 1965, a net capital inflow of $366 million accrued to Canada 
from transactions in portfolio securities with other countries. This may be compared with inflows of 
$253 million and $529 million for the corresponding periods of 1964 and 1963, respectively. 


| 

OTHER CAPITAL FLOWS IN LONG-TERM FORMS There were no subscriptions to international investment 
agencies in the third quarter and only insignificant 

| amounts were advanced on inter-governmental loans, One regular principal repayment was received - an 

_ amount of $1 million from India. 


| Outflows during the quarter representing the financing of exports directly or indirectly at the 
| risk of the Government of Canada amounted to $52 million. Programmes cover agricultural products mainly 
to the Sino-Soviet bloc, aircraft to developed countries and a wide range of other capital equipment 
Wispplied to developing countries largely in Latin America and the Commonwealth. This brings the total 

_ outflow for this purpose in the first nine months of 1965 to $153 million and increases the amount out- 
_ standing financed from Canadian sources (after taking into account repayments and claims rediscounted 
“outside Canada) to about $575 million. 
if 
| 
\ 
| 


All other transactions in long-term forms in the third quarter led to a net outflow of $15 
illion, repeating the movement in the second quarter, For the most part these flows represented bank 
oans and repayments, although capital movements in connection with insurance operations and private 
ong-term trade credits and other loans also contributed. 


=r 


CAPITAL MOVEMENTS IN SHORT-TERM FORMS Capital movements in short-term forms in the third 
quarter were almost offsetting and led to an inflow of 
ie million. Inflows in the first two quarters of 1965 were $192 million and $268 million, successively. 


{ Non-resident holdings of Canadian dollars fell in aggregate by $27 million in the third quarter 

IF 1965, about half the decline recorded in the previous quarter. A decrease in Canadian dollar deposits 
| Was again the predominant factor, this time accounting for a net outflow of $19 million. Declines of 

-,$5 million and $3 million were recorded for demand liabilities of the Government of Canada to non- 

| tesidents and for foreign-owned holdings of treasury bills, respectively. On balance about three- 

-,quarters of the total outflow of $27 million in the third quarter reduced Canadian dollar liabilities 

to the United States with the remainder split relatively evenly between the United Kingdom and other 


| 
' countries. 
i} 


Composition of "Other Capital Movements" 
i (A minus sign indicates an outflow of capital from Canada) 


Cee eee eee eee eee eee — eee 
1964 1965 
Oe cr eae eel 
IEA, AO) INNA O) 9 ENE MC; EQ IEE TPTESO 


millions of dollars 


' 17,1 Bank balances and other short-term funds 


| abroad (excluding official reserves) .... - 524 - 127 - 164 - 384 + 170 + 140 - 81 
17,2 Canadian commercial DAper Betis ateGdeeee oie Ul) ce Lethe 1 ees, ie bel 
fee) ‘Canadian finance: paper ss.ss.siseeecseccccsve + 176.4104 4+. 3. - 26 =a Onne—begle3 - 65 
17.4 Canadian finance company obligations, n.iceg + 49 + 1 + 16 + 33 25)? bw 99) ch Bg 
Pome ad lsother) transactions(1) ...0.c0sssesseees + 241 + 103 = 66 + 187 2 #0340 ee. B55 Ook 


i ——— 


PoC mneareme ly hits ic seve slows oneseee ) 2 O9Te=F S62" "= 229" = 189 +128 + 318 + 28 


I 
(1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 
difference between direct measurements of current and capital accounts. 
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There were a number of large offsetting movements in the groups specified separately in the 
supplementary statement covering "Other Capital Movements" which in total resulted in a capital inflow 
of $28 million. Canadian holdings of bank balances and other short-term funds abroad (excluding 
official reserves) increased. This change represented a net outflow of $81 million, a sharp reversal 
of the inflows from the diminution of these balances by $170 million and $140 million, successively, | 
in the first and second quarters of 1965. The bilateral distribution continued as in the first half 
of the year with large outflows to the United States and large inflows from abroad. In contrast to the 
previous periods of the year, however, the inflows from abroad were smaller than the outflows to the 


| 
United States. | 
‘ 
| 


A domestic development of interest in the Canadian money market in the third quarter was the 
reduction by the Chartered Banks on charges for bankers! acceptances and the subsequent increased 
volume of these instruments. In the two years prior to June 1965 the average monthly amount outstanding 
ranged between $8 million and $13 million and was $15 million at the end of June. There were sub- 
stantial additional sums raised through this medium in each month of the third quarter so that by the 
end of September the amount outstanding had risen seven times above the figure at the end of June to 
about $105 million. Non-residents provided a small but significant share of this amount. Data on these 
holdings together with transactions in provincial guaranteed paper and negotiable term notes of the 
Canadian Chartered Banks form part of the category broadly described as Canadian commercial paper. On | 
balance about $4 million of these instruments were acquired by non-residents in the third quarter. At 
the end of September non-resident holdings of all these instruments at nearly $30 million were about 
8 per cent of the total outstanding. 


Short-term Canadian finance company paper in the hands of non-residents fell by $65 million in | 
the third quarter bringing the outflow for the first three quarters of 1965 to $114 million and reducing | 
holdings to about $350 million at the end of the period. The total amount of this paper outstanding | 
was little changed at December 1964 and September 1965. The decline in non-resident holdings, therefore, 
reflected a substantial drop in their share of the total outstanding from just over two-fifths at the : 
beginning of the year to one-third at the end of September. Transactions in other finance company : 
obligations (which include borrowings from foreign banks and advances from parent companies) resulted | 
in a net inflow of $89 million, $10 million below the second quarter figure, Other finance company 
transactions which are not identified as a group are included with capital movements in long-term forms, 
notably in new issues and retirements of Canadian securities. All in all, the international borrowing 
of these companies led to net inflows of about $20 million, $40 million and $40 million successively 
in the first three quarters of 1965. Data for the third quarter are not yet available but it may be 
noted that the gross assets of Canadian sales finance and consumer loan companies rose by about $200 | 
million in each of the first two quarters of 1965. 


All other transactions led to a net capital inflow of $81 million. Increases in short-term | 
foreign currency banking loans to Canadians were again an important element in this inflow. 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


Canada's official holdings of gold and foreign exchange increased by $144 million in Canadian 
funds in the third quarter of 1965, while Canada's net balance with the International Monetary Fund ) 
rose by $82 million, In the earlier quarters of the year Canada's official holdings of gold and foreign 
exchange declined by $210 million, and the Canadian balance with the International Monetary Fund rose / 
by $139 million. 


Official holdings of gold and United States funds, expressed in terms of United States dollars, 
were increased from $2,480 million at the end of the second quarter to $2,614 million at the end of the 
third, At the beginning of the year they had been $2,674 million. The change in the third quarter, 
expressed in Canadian dollars, was an increase of $145 million. The balance of the change in official 
holdings of gold and foreign exchange represented a decline of $1 million of sterling. 


Canada's so-called "gold tranche position" with the International Monetary Fund together with 
borrowing under the General Arangements to Borrow, rose from $326,5 million, expressed in United States 
dollars, at the beginning of the quarter to $402.5 million at the end. The change reflected net drawing: 
of Canadian dollars by other members of the IMF. Prominent among them was the United States which drew | 
Canadian dollars equivalent to $60 million in United States funds, From time to time in the past the 
United States has made drawings on the IMF selling the foreign currency obtained to other countries for | 
their use in making repayments to the IMF which is unable to accept further United States dollars in 
repayment. Other member countries' drawings of Canadian dollars were equivalent to $25 million in ¢ 
United States funds, while their repayments aggregated $9 million. Overall these transactions increased | 
Canada's net balance with the IMF by $82 million expressed in Canadian funds. ) 

| 


United States Dollar in Canada Exchange holdings and IMF Balance 


CO Ore — 


Official holdings Net balance 


Noon , of gold and with Inter- 
| Period High Low Close averdue End of period ides Stacks national 
dollars Ena RE 
I te nd 
Canadian cents millions of United States dollars 
1964 LQ 108,09 107.94 108,06 108,02 1964 pE(O, 2,466 20 
uC) fat) 2 ISH: 25 
| II Q 108,25 108.03 108,13 108,09 UTE 0. 2,625 80 
‘ IV Q 2,674 197 
LEE Q 108,22 107.50 107,50 107.87 
IV Q LO? 703 LO? 525 107.38 107,46 1965 IQ 24 240 
\ TEI oO) 2,480 a27 
| TERRE (0, 2,614 403 
| » 1965 EQ 108,44 BOL 107.97 LOW ay July 2 5492 342 
1E§ Me, 108,38 LOW er2 108,34 108,04 August 2,998 Bow 
I III Q 108.50 107253 107.59 107,94 September ZOL4. 403 
| Canada's Accounts with the International Monetary Fund 
| 
Canadian assets Canadian liabilities = IMF holdings of Canadian dollars 
t 
Canada's 
i Transactions Transactions net 
Sonoda ———— = a a aes as balance 
| Subss Total Subs- Net eduawinss Net drawings Sales of Total ith 
| crip- (-) of Cana- Canadian liabi- 
crip- Loans assets ; of foreign : IMF (1) 
tions dian dollars dollars lities 
tion (GAB) currencies h 
(ouces) and by Canada by other to IMF 
loans countries for gold 
expressed in millions of United States dollars 
1947-61 B00 OAC LUIS, - 99,6 25.0 BISWA’, 22 
1962 550.0 300.0 5 ORS 688,2 - 138,2 
1963 550.0 = 49.7 608.5 =) 5850 
1964 15,0 565.0 15/10 - 166,0 - 99,0 930 36/25 LO7ES 
1965 IQ 565.0 - 42,0 325780 240,0 
2Q 35720 600.0 35,0 - 114,0 PAT es: PAT Sh 5,5 32655 
3Q 600,0 = a0; LOTS 402,5 


(1) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 
dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 
net balance with the IMF when positive represents the so-called "gold tranche position" plus 
borrowing under the General Arrangements to Borrow (GAB). This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obliga- 

tion to restore its net balance to 25 per cent of the Quota. 

: The statement is expressed in terms of United States dollar equivalents in accordance with the 
IMF practice. Since members are obligated to maintain the gold value of the IMF's holdings of 
their currencies, there have been adjustment payments between the IMF and Canada in Canadian 
dollars from time to time arising from changes in the exchange rate. These transactions are not 
reflected above because the series are shown in United States dollar equivalents, and do not 
appear in the balance of payments statements because only the change in Canada's net asset is 

4 shown. The adjustment transactions affect the Public Accounts of Canada. 
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Annual and Quarterly Estimates of the 
Canadian Balance of International Payments 


Included within this report are tables containing annual estimates of the 
Canadian balance of international payments, bilaterally with the United States, the 
United Kingdom, other sterling area countries, other OECD countries in Europe, and 
all other countries for the years 1962 through 1964 (Table I), and quarterly 
estimates of the Canadian balance of international payments with the United States 
for the years 1962 through 1964 (Table IV B). Quarterly estimates for 1963 and 1964 
with all countries may be derived from the regular two page table in this report, 
and corresponding data for 1962 may be derived from the report for the second 
quarter of 1964. 


It may be noted that new data available only after 1963 covering the inter- 
national foreign currency banking operations of the Canadian banks contributed to a 
significant discontinuity in item D 17 of the bilateral data between 1963 and 1964. 
These complex operations and their statistical implications were described in the 
last report. The discontinuity at the end of 1963 implied an accumulated over- 
statement of net inflows from the United States and the United Kingdom of the order 
of $200 million and $250 million respectively, and a corresponding understatement 
of inflows from other overseas countries. 


Note: Tables] = pagesi18 and, 19. Table IVABe- pagel]; 
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TABLE IV. Quarterly Estimates of the Canadian Balance of International Payments, 1962-64 
B. BETWEEN CANADA AND THE UNITED STATES 


1963 


Account ie 
I II fil IV I il Il 
| ‘ me i nisi I I | Ill IV 
millions of dollars 
Current receipts: 
1 Merchandise exports (adjusted) ...........ccccscccesecessseeeeeses 862 950 965 983 889 | 1,012 | 1,034 | 1,035 952 | 1,128] 1,148] 1,168 
3 Gold production available for export ......cececceeeceeeeeee 41 40 38 36 41 38 36 39 33 41 36 35 
4 ERTAVEILSCXDECNCIOLES, <.c.ccsceseceeessesecencsne. Sud 42 108 279 83 46 111 300 92 53 120 S22 96 
5 Interest and dividends 23 25 29 43 36 38 34 47 46 36 37 52 
6 BrCHUe esa SITRI LIM Og saree es sraes svaepceecaacvevscecauck fevacesuousos tence 57 67 69 66 59 ae 76 72 63 75 82 a 
7 Inheritances and immigrants’ funds fears 9 15 23 14 11 15 23 16 14 18 24 21 
: ll PAU OEM CLMCUITENEMTOCEOID ES © | seacevencccaasssesoceootseresveascsevecoets 85 81 82 83 81 85 85 85 84 84 86 87 
= 12 BPOLAICCIITONUTECEIDUS a. 5:c0s-.-cse-ese-ccvecssesasvoveseosincereseass 1,119 | 1,286 | 1,485 | 1,308 | 1,163 | 1,371 | 1,588 | 1,386 | 1,245]! 1,502] 1,734] 1,536 
Current payments: 
1 Merchandise imports (AdjuSted) ........cccccsssesscsssepsscascanees 991 |, 171364) 1,031") 1/047} 1,080 | 1,459) ) 1.10847) 1, 1385) 91,2321 1,410) 1,230) 1,335 
4 PLANE LMR D CMULEE OS cccasegnavcs cess cop cas susheconntegcdcessatvececeseestn? 92 138 122 67 19 110 130 69 109 131 149] 92 
D HBO T CSUR MO NORV ACN US orescsesdhi es anctsssicgers-onscensdocecsctenceasees 142 179 ILS 203 158 170 147 252 190 180 167 286 
6 Freight and shipping ......... Beare cee ceei te cctre ec nttietecss Scotter one fal 91 98 93 71 97 108 102 74 105 ial 104 
7 Inheritances and emigrants’ funds .©......0......c.cceeeceseeseeeee 29 30 39 41 34 35 41 43 aD) 36 43 43 
9 CO PREGVA IR CONE PHU ELON i c-cesseccte.ssseeadcatcceen bac cevos «p5sccsee sexes — | _ _ =< = = on = = = a = 
1 PMU OPMET) CUITEMEDDAYMICTIUS: sess.csceta-su.c.0-0sesenace-nasvnceseneene 136 138 S383 136 139 145 138 144 154 152 149 155 
12 Total current payments 
1 Current account balance: 
| i POTOMAC se mind Oia ceetes oes an che ceodes ca <cuccsssl-tocvarddaveussccosnactee - 129|- 186 |- 66|- 64] - 141 | - 147) - 50] — 150} -— 280| - 282) - 82) — 167 
| 2 Other transactions, excluding B9 .... = 213 |- 240) - 9 |= 215 )— 207 |/- 198|— 10)! — 259} — 269) — 230} — 33) — 312 
3 O@TiGIAICOMTPUDUGLONGS), ces gasssesscssenvceseseceboscsecteasacetwencessue-e2 _ - - ~ _ — - _ - - — — 
| 4 BIOS USL eaten tear e oa ooo a ae Saeian dese aaeaesecatshane cxonivosaxssain - 342 |- 426 |- 75 |- 279 | - 348 | - 345/ - 60/ ~ 409/ - 549] - 512] - 115] - 479 
D Capital account: 
‘| Direct investment: 
| ol Direct snvestment in ‘Canada. ...2....s:ssc-occevssesessostswonens + 80|/+ 74/+ 80)+ 84)+ 58/4 25) + G63) + 74) 4+ S57] + 35) + 46] + 57 
i Direct investment abroad ~ {+ 4 De Nae A me OL man Oi ems aa) ct eo coe 
| Canadian securities: 
| 3.1 Trade in outstanding bonds and debentures ............ mt TN ee Ott Ant a2 et el Oo ts 22s a6 — | ee ale gO nares) tact en 
. i ee ee | 4 a5 94 26 | eakeerens eleeeann) Sreita fy geseednaetgo ees | cena 
4 ING W NGS O Sp Pet cteeccnccescaasect siete cry cctacsdsanecsctcdssvectsvensase + 46|/+ 192/+ 78|+ 375 | + 397| + 384) + 89] + 60) + 129} + 297] + 104) + 537 
5 VEEILEMIOI ESE wets cate. revscoeceh en see tetsaisn code snstiasee di ceeteeensesieans = 59 =) 54a. C46 i 90 R=) 80) 149) he 239) = TO BSh ei ole 6S 
| 7D, 7,8 IDECUPTESCCUITIWUGS St. ccoec ates cosas tot sawaqesdttes cnesensdasie-nescotsvesen = B90 19 28 lh ean ali Sat 2D meh 2 eT OS 2 ee 
| Loans and capital subscriptions by Government of 
Canada: 
} 9 PAW AN COG RROUCm, gse ckrece vec tatect Se aves enseabaieceewaes Gaiters cceecenease — va = a = = = = = = = = 
10 epavhentsrlOlC Ana a  .-ccctueasssncesascsdesesdrestncsncwanseocsea _ - = = = a = = = = = == 
11 Wolumbia Riverslreaty, Met | fe...c..c.ceccc.--<2cceeedaseosessonoss- - - - _ _ - a = = a fies Sake == 
13 Long-term capital transactions n.i.e. = TO Satde dics: WSR “DOM iia ee O) eS 1 tech ae onde ee O Ince OO ImOO ied 
Change in Canadian dollar holdings of foreigners: 
| 14.1 PCD OS LUG) eee ieee teres tectetrn ts vee cowenssinecnavincteosducbe naw ocgeasaeues —wetG da La =" BON 46 — | 6 sietee3 0s peel tec) |e — |} — 25)e+ 50 
| We4.2 Government of Canada demand liabilities .............. <a Oka Cie MOR ns = =e | ea a = = <n 2 
| 14.3 CANAATANUEFCASUTY A DIES: 2-2.408.. cxecsscssuwcxvesseties <oaduovesaaee + eiOd Nae iST a=) Tali= B64.) 2) —. Taher Gileeee 2d, Seba sie eto oO 
7 MPHET CAPITALNOV MENGES: ..ccc-ccacexeots coststonroreeereesneneseenesesces + 26|- 307|+ 601|+ 79/- 49] + 102] - 185] + 132] + 302) + 295) - 112} + 168 
| E Net capital movement (excluding monetary items shown 
below) in: 
1 Long-term forms (Di to D13) + 45|/+ 66] + 163|+ 394| + 396| + 252] + 113} + 82] + 56] + 251] + 266] + 514 
Short-term forms (D14 to D17) + 311]- 258] + 562 88|- 63] + 125] - 183] + 128) + 306| + 298] — 142) + 206 
3 SMSC ALS eee eee hn ove aoas endo aeons acest toe + 76 | - 192| + 725 | + 482] + 333| + 377| - 70] + 210) + 362) + 549) + 124) + 720 
G Balance settled by exchange transfers ............0cc00- | 7 97] + 459) + 36|+ 168| + 80|+ 67} - 3] + 227| + 47) + 37) + 67) —- 220 
| = 
_ C+E+G! Official monetary movements in the form of: 
} ; ee es — 363 | + 113 | + 686| + 102|/ + 65| + 99] - 133] + 28] — 140) + 74] + 76/ + 21 
2 Change in net International Monetary Fund position - - = = = sat rf io ig ss , 
| 3 Other special international financial assistance ...... — | - 272 — | + 269 ae = = rad a ce x 


P Preliminary estimate. 


TABLE 1. Annual Estimates of the Canadian Balance of International Payments, 1962-64 
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United States 


Account I 1 
1962 1963 1964P 
No. 
- millions of dollars 
A Current receipts: 
1 Merchandise exports (adjusted) 22. eadisceccus-.nssesd-c-ceagers cece ev sertconateonne 6,380 7, 082 8, 240 3, 760 3,970 
2 MutiualAid to NATO: COURUTICS © irra cases socsascudgeesscansvesbascese-ueetaeabana=s 41 23 47 an oF 
3 Gold’ production available for OX pOrtiin..c.cessecsev-cnstescneseve-s-seeesgecerreses 155 154 145 155 154 
4 TTAVEL OX pen GICULES; chess. cerutvoper asta? tessavocseusssatarsecaturcwadessiessercteraueentiners 562 609 662 Diz 549 
5 IMberest, And CLVIGCNAS.. Acne cceresnsstaracsonis caccce sae tecoe cas cusaccsudes rnerausnesesa 202 230 313 120 155 
6 Freight and shipping tirscccc-c.<-0-<.seceeeese sos _ 509 563 645 259 279 
ai Inheritances and immigrants’ funds 124 151 169 61 65 
11 ATIOCHeraChIrentTCCELDUS mc nucc.c-cetienece treet eee oe rer aseasanraseesccsneummeacene 451 473 502 331 336 
12 Total Current TeCenpes 2.5 5oc.c.5 ck, cede seotes vss serv ccts coceneh snecnreverorssctoearentecs 8,424 9, 285 10, 723 5, 198 5, 508 
B Current payments: 
1 Merchandise imports (AG}USLEG ) iievectersesccrcceenea-steed--cesascesueevecoueerseess 6, 203 6,579 7,540 4, 205 4,458 
4 SDT AVe OXDEN CITT CS) se becrcrcasecsncast cere e veces ca seve cttetaconesccs wae sumeraae secs 605 585 712 419 388 
5 Tnterestiand Ivid nds \. sjccecoseceacesedeececece soe ece-nsstreeeessssasentnecesvenmennesce 794 860 978 661 727 
6 Mretent enagishippine os as-.ce..cccesccseteteuress -accnecoucscv artinasrtcwecootstestaseecraete 595 648 685 303 378 
7 Inheritances andiemiprants”. fUNdS)-2...c.c.cc..ccessacs essence setcocecvacseercneere 175 186 190 139 153 
9 OP CL Al COMET UGLORS™ seercccccasooce ceveeeassadensivaccacscestae vase setdevvnccverssastee eves 36 65 69 - - 
10 Mutual Aid to NATO countries...... 41 23 47 x6 ie 
11 AL Other Current DAY MONUS: xa cncaccectegsevss eueve scedevestepuaccensesectcartoseunteoe ses 849 881 935 543 566 
12 Total current PAYMEMES 5. .c2..2.00c.0-c A ssvdescceesassspsfussdeorecesesetsetucetateceass 9, 298 9,827 11, 156 6, 320 6, 670 
Cc Current account balance: 
1 Merchandise strad © s.tricccicrctessces costeaetan ens savesnsitecete aeestestnstvesateenesneaces coy Alef + 503 + 700 - 445 - 488 
2 Otherstransactions CXClUdING B Qiex..esscecseves-sssscsesssvovsscce cere srrocseces - 1,015 - 980 - 1,064 ote Ord a: = 674 
3 OfficialseontriputvOns ces ee sacecseseres se coresees ees ouaeseetaew der ctuto tv csedeaenavsarves = 36 = GH - 69 - - 
4 "Woteal ShicrecdSesscociceeo covets catecssscansstotvdsceusdea sues oesceseter teen siaeun deecseatt anaes - 874 - 542 - 433 - 1,122 - 1,162 
D Capital account: 
Direct investment: 
1 Directsinvestment iin (Canada) i ees..cccsecservee eee eceeest x cocoa + 495 + 280 + 250 pos} + 220 
2 Direct investment abroad =  il0%) = 135 - 140 = 36 
Canadian securities: 
= Hs Trade in outstanding bonds and debentures .............0...:cccecesesevers + 64 7 BY + 17 + 83 + 35 
See Trade in outstanding common and preference stocks ................ = shal) ~ 170 = 97 = 11 = 99 
4 NGW: ISSUCS. x, 2.5. cossederticGoanecessvivuo tne atas cc cassoceetecccsetinens cecces settee Saco as TWAS} + 984 41,123 + = 691 te OSO 
5 Retire Cn ts 5, s.ccyscessececeetesscacunss out een so eiv es eee ce awonaeemes basses 3 SPA0) - 404 = 3538 - 249 = SLo) 
6,7,8 POPE1 EN SCCUTILTC Sir cecren ais cereetcce eee cota csoee od cat tose es evecare = 65 + 22 = 63 = 55 + 25 
Loans and capital subscriptions by Government of Canada: 
9 BOVANCES MOLC rte terereeenelaonetres == 22 —alS = 10 - = 
10 Repaymentsuto' Canad aw icecccc.csatesscetavavtscen secre eee nee + 129 +. 25 ot 9 = a 
ll ColumbiasRivier) Treaty. net sesccc.csctess.ccocs cacccoutes foxdeeseesstsentceteneteecere - - + 54 - = 
13 hong-term capital transactions Mel;es n-cccs.0 eee essereiereee ee eeeen ee a LG tole + 3 <a L1G + 83 
Change in Canadian dollar holdings of foreigners: 
14.1 DO DOSLUS) Ao cortcersst seer mentees cou ceee sees aah Reeds eare eo one caer ine ee — 13 + 43 + 28 + 15 + 31 
14.2 Government of Canada demand liabilities 22.0... lees cece = 4 1 - = c= 1 
14.3 Canadian treasury bills + 4 = PALL - 16 + 18 = 23 
17 Other capital movements .............ccccceesseceeeeee + 374 + 34 = 69 i399 - 
E Net capital movement (excluding monetary items shown below) in: 
1 On s-Lermiet OrMSa( DRO Del 3) ac sertteee eh erect ce Mente scre cee + 668 + 637 ie ts Spe! + 668 843 
2 Short-term forms (Dols tos il i)i ccrcccssecceecesestese cece see decesoee eee coe 361 tocol: = 57 423 + a 
3 HIE Epi DR IS eRe ee, Se eee ee Seen MEER Caries + 1,029 + 688 + 796 + 1,091 + 850 
G Balance settled by exchange transfers ...0...........cc.cccececececeececesececeseeees ~ - = + 566 StL 
H= 
C+E+G| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange............ + . 537 + 60 86 S 538 8 59 
2 Change in net International Monetary Fund position .................... = 9) 378 + 86 + 277 = = 
3 Other special international financial assistance ..........ccecesccecseeee S | — oe = = 
Notes: 


A2, B10 Mutual Aid is not included in figures for countries or areas, but is included in total receipts and total payments with all countries. 


D 


A minus sign indicates an outflow of capital from Canada. Some capital transactions with other sterling area are included under the United 
and with other overseas countries under the United States. 
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4,396 
145 
590 
171 || 
297 
TT | 
341 | 
6, 017 
5, 207 |} 
481 i 
823 
394 | 
157 
= 
ee 
610 
7,672. 
- 811) 
- 844. 
- 1,655 
+ 195 
- 61 
| 
+ 38 
- Si 
+ 1,067 | 
- 278 | 
- gi 
| 
= | 
+ 54, 
+ (W767) 
+ 34 | 
= 2| 
~ 17 
+ 6531! 
| 
+ 1,087 | 
+ 668 
+ 1,755 
- 69) 
| 
+ 31 
= | 
— | 
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TABLE 1. Annual Estimates of the Canadian Balance of International Payments, 1962-64 


United Kingdom 


Other sterling area 


Other OECD Europe 


All other countries 


1962 1963 + 1964P 


1962 | 1989 | soe 


millions of dollars 


1962 1960 | 1964P 


1962 | 1963 1964P 


924 1,017 1,219 338 409 517 622 662 749 7136 1,024 1,359| 1 
a ms = = = we es = = = - = |g 

22 28 33 8 8 11 14 16 17 6 8 11] 4 

29 31 81 31 26 39 11 8 8 ll 10 14| 5 

; 98 105 132 29 33 48 62 68 75 61 78 93| 6 
28 43 46 8 12 13 19 21 21 8 | 10 12] 7 

63 74 93 9 11 12 28 28 31 20 24 25/11 

1, 164 1, 298 1, 604 423 499 640 7156 803 901 842 1, 154 1, 514/12 

578 521 584 326 418 417 454 474 558 640 708 774| 1 

71 70 80 21 21 23 75 86 105 19 20 23| 4 

89 82 97 1 1 1 41 48 54 2 2 31 5 

88 94 98 5 5 7 124 137 148 25 34 38| 6 

18 15 15 4 4 4 11 11 11 3 3 91 17 

= £ 2 29 57 58 = 2 1 1 6 10| 9 

a & ; : - = e: . ~ 3 vi .. | 10 

102 102 123 21 23 24 140 145 136 43 45 42] 11 

946 884 997 407 529 534 845 903 1, 013 7139 818 893 | 12 

m % 346 + 496 + 635 + 12 a9 + 100 168 + 188 + 191 96 316 + 585| 1 
- 128 - 82 = “38 + 33 + 36 64 257 - 286 - 302 + 14 26 + 46| 2 

a = s - 29 - 57 = 58 a =) 2 ae aan hy = 6 = 10] 3 

+ 218 + 414 + 607 + 16 - 30 + 106 89 - 100 - 112 + 103 + 336 + 621| 4 

+ 64 + 38 + “31 = <4 = => 2 113 + 37 + 37 #4 aigtid - fel 

- 22 - 40 ates = 43 43 - 40 30 = 38 nud = 24 42413 - “6)2 

a =! 75 = ees = = = 19 + 6 + 41 bs 4 73 eh eee 
- 65 - 55 = 7 a = = 40 = 416 2319 ee a =—4, 3.2 

+ 17 Pig + 19 oe = = 20 + 22 + 20 ss + 14 + 17| 4 

- 36 - 40 a5 aT a = = 35 =_442 = "32 = eee =) 1485 

= 1 = = 8 = BE ea q — + 3 ee, = 1 = 2|6,7,8 

- = a a - 10 ae 2 a = - 22 aR = Age 

47 + 18 a + 5 oS ae | 107 Ate 4,2 és - <a! 10 

a a 2 s ea = = is = ds _ ait $3 
; - 18 -" 12 a8 ete = i 24 3 + 20 miua.d mht “TT - 155| 13 
~ 12 _ 4 2.492 Hag + 5 + 5 10 cane eee een = ~ 14.1 

a » vi Bs ae = fo a =, + 5 = 2 14.2 

Be tn 1 a 1 ue ‘ae a 21 + 1 = 1 + { - 4 + 14.3 

= (91 = - 654 - 20 +79 + 6 5 Seas =e 8 + 21 + 56 - 72/17 
= 8 - 80 - 34 ~ 46 - 29 - 64 112 aed + 36 - 58 - 93 -172| 1 
- 43 16 - 664 - 22 + 14 a. 11 26 a8 =. 2 + 29 + 54 - 70| 2 

=> 51 - 96 - 698 - 68 - 15 - 53 86 =~ 12 + 34 = <2 - 38 - 242] 3 

- 169 - 317 + 146 + 52 + 45 - 33 3 + 112 + 78 - 452 ~ 211 - 102 
C+E+G 

= ss 3 = * = = att 

ll eae cient fd ul a i is ct - 378 + 86 + 277| 2 

= = = = ee. 

: 1 3 | 1 | - | a 


Notes: 


D 17 Also includes balancing item representing unrecorded capital movements and errors and omissions. 


P Preliminary estimate. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1964 are subject to revision 


1963 1964 


ao el: PGE IV if ioe 
millions of dollars 
A Current receipts: 
1 Merchandise exports (adjusted) <c:..cncrcetetecns cee eer rssensenerenys IS TAS: 1,806 2,014 IS 7/3k0, 2,198 
3 Goldiproduction, available wforexport ce n cco seers enone eee 38 36 39 33 4l 
4 METAVeL-OXDEN GILL ECS cece ee ees ersten ee Oe cae ee ener tes 129 325 104 59 140 
5 Mnterest: and divid CNGS: oe ee re cccce cece cect nee eee eee ee 5)5) 44 86 65 56 
6 Firerehtranid’ SHMpp iMG aici meter ee ace eee er eee ae eee ce ecerenee re 141 148 1577 135 165 
ff inheritances amalimmlen amis et UMS wee cence revstrcerree rete teeeeen,cececerec 38 48 38 39: 43 
11 AMcathrer:Cunrent TeCeLpus seueet-caatinen sere eter re eee en ee 119 119 118 122 124 
12 Total current: receipts: 2.0.8 csc cease henna ete serene 25,296 226 hee SIONS) 25k H6 2 OW, 
B Current payments: 
1 Merchandils eamporcsnCadstst Co iiem cree te rage anee eens hes AO T655 1,810 1,695 2,048 
4 TRTHVC IMEX DONGUE UL CS sone oe ees cree ree eo ene ee ee 158 204 109 150 187 
5 InterestpandcauvUcden GS cc eerste redeem 198 181 285 236 209 
6 Freight and shipping 164 178 178 ANNI) 176 
i Tnheritances and vemiletantsemtumds) a weet: nccceteesener tees cereeeseees 44 50 bys) 40 45 
9 O@fficralpcontnibUplonS eee secre ech tee eee oe arene Cee een 18 16 16 iy 16 
11 Adiwathenicurrentepeynents meer. ketene ee ce eee eee Za 218 224 244 234 
12 Motalicurrentspayments — ese eons eee ese 2D 05 2a Oz 2,675 2, DLE Dys 9S; 
Cc Current account balance: 
1 Merehandisientrade ss ec... 3 eee ce cscs eee ie ieee eee ee + 74 + 151 + 204 + 35 + 150 Fs 
2 Other transactions, excludineyS 9)... en, eee eee - 265 = asia - 307 - 361 - 282 
3 Officctalecontribwtlonis: pee ee cytes ee eee es ace etee eeeeeeeee ae 18 - 16 - 16 =) M2 - 16 
4 Totaly eee eee RL. NE Na 2 RRR - 209 + 24 - 119 =7 338 - 148 
D Capital account: 
Direct investment: 
Dinectunvestmentvuns Canadas. eer cee ore meee eee 48 + 74 + 80 + 69 + 44 
DIneCtinvestientmabrOadi en... ee ee ee - 42 - 29 =a 55 - 44 - 68 
Canadian securities: 
3a Trade in outstanding bonds and debentures .o.c.c.c.cccccccsssceeeeseeeeeeeees te oe - 7 - 4 ot 4 + 14 
Be) Trade in outstanding common and preference StOCKS .....ceeeeceees ea ey. - 27 - 42 ule ~ 8 
4 NS WALSSTUCS tse cat ee ect te eRe A crt ne Sole Og + 405 + 94 a3 75) + 138 + 318 
5 GUT ements Mesveccc Secs reece eee cet ons eer en esenvan ee eae eS - 198 = 55 - 87 - 109 - 100 
6,7,8 HOTEL STARS EC CUTIE GS Mena: ci eee) Rete eee oe ee eee Anon Re + 23 - 4 - - 7 = 3S { 
Loans and capital subscriptions by Government of Canada: 
9 IAG VANCES, <CLChRemete oe ek tre, nena ot ere Ea Wet te ieee, - - 8 - 10 = 2 = 
10 VEDA VINEN USELORG@ an aC a emer r,t. eee eee ar 6 = ae. ae 4 ot 
11 ColimblagRLv.Sreenea ty serie tresses dee eee teen ec cect oy cee teen ee tee eee = 2 * co = } 
13 Monp-termcapitalatransactlons m.icca=-s eee ee eee =e = ital 2h = $24 =e | 
Change in Canadian dollar holdings of foreigners: 
14.1 DBO SEES amet See ee hareh eek Oe URE oc, tes rept eee +238 - ill + 44 +820 - 
14.2 Government of Canada demand liabilities oo cccccccccceseseseeeeeeeree - 3 - 1 + S) - - 3 
14.3 Canadian ones SUNVAD II Simmer ee eee etnee en ee eee - 17 ae kts) Sol a + 14 
17 Ol heraca pita ere mei Cuts wa eres sone ee eee mentee eo ap OS - 116 + 110 ap Zed) OZ 
E Net capital movement (excluding monetary items shown below) in: 
1 Bonesvembformsl(Dlcton DiS) eee tee oer ee a one + 204 + 27 + 25 - 15 + 152 
Shomebennetorme i Dil c6on D107): caper cen eee ee a ee de fp AS - 110 + 122 at SL: + 64 
3 U8 Dee Re et re A ee ACen ees PR Eka ieee Ie 8. Se eee ed + 320 - 83 + 147 + 296 + 216 
H = C+E| Official monetary movements in the form of: | 
1 Change in official holdings of gold and foreign exchange .............. + 111 - 145 + 28 = Dy + 62 
2 Change in net International Monetary Fund poSition .........ccc:ccesen: - + 86 - + 85 + 16 
3 Other special international financial assistance .........cccceecceeeeeeeees - = iS == = 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A bi Aiport trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A ee item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1964 are subject to revision 


1964 1965 Annual totals Four quarters 
——$<$——————————— ended 
eter: IV ne il Iil 1962 1963 1964 Sepies 505) L96> No 
millions of dollars 7 
A 
Di Oz 2), 130 1,825 2,189 DL Koy) 6,380 7,082 8,240 8,406 1 
36 Sis) 35 34 34 iL')5) 154 145 138 3 
Bok We? 63 isi 407 562 609 662 736 4 
Sil 141 65 76 65 202 230 Seo 347 5 
176 169 138 167 Lie? 509 563 645 651 6 
50 44 42 55) 63 124 shee 169 204 7 
126 130 136 139 139 451 473 502 544 11 
DOM fe 2,761 2,304 2,814 Orley] 8,383 9,262 10,676 11,026 12, 
B 
1,828 1,969 1,867 DPT Dailies 6,208 Od its 7,540 8,167 1 
238 37, WS 214 Dae 605 585 HAR 776 4 
204 329 25) 248 225 794 860 978 Osi 5 
189 183 147 192 201 595 648 685 HDS 6 
53 52 40 45 56 175 186 190 93 7 
DDD 19 23 2a 30 36 65 69 93 i) 
224 2S D7] 240 242 849 881 935 952 11 
Dg TpsKe} 2,922 PD A@ik 5 HD By Lae 2) 57] 9,804 OS ik Gyan 12 
(; 
+ 354 + 161 - 42 = Pe + 148 a AT + 503 + 700 + 239 1 
- 118 - 303 a 8SY2 - 314 - 112 =) OS - 980 - 1,064 - 1,061 2 
=e 22 - 19 5 5} - 21 - 30 - 36 - 65 - 69 - 93 3 
+ 214 - 161 - 397 - 363 ar 6 - 874 - 542 - 433 - 915 4 
D 
+ 52 + 90 + 70 + 120 + 100 ar 495 + 280 + 255 SF 380 1 
- 3 == B25 - 35 - - 40 - 109 - 135 - 140 - 100 2 
+ 37 + 22 = 3 + 16 + 38 a 64 + 39 + 77 a5 79 By 
- 5 - 40 =" 83 - 83 - 28 - 116 - 170 - 97 - 234 Sy) 
ao AW eyE + 550 eet e) + 295 + 293 ota 728 + 984 + ly 23 + 15413 4 
ce SH) - 92 = OO - 176 - 56 - 320 - 404 - 358 = 390 5 
- 7 = = 035 - 5) = 22 - 65 + 22 - 63 = Ye 6,7,8 
= = 8 - = - - 22 Se ake! - 10 - 8 9 
Se iL a 2 + 5 + 2 AIP 1 + 129 + 25 F 9 te 10 10 
+ 54 < = = - - - ar 54 = 11 
+ 34 ap 3 - 1 =a 73 - 67 - 116 + 14 + 3 - 136 13 
- 36 + 53 + 38 St Si} - 19 - 13 + 43 a 28 SF 35) 14,1 
- + 3 mo ah - 3 =f SD - Le ee = = 6 14.2 
- 16 - 18 + 27 - 10 - 3 IP 4 = 2) - 16 = 4 14.3 
- 229 - 189 + 128 + 318 + 28 a) BaP 634 - 69 + 285 17 
\E 
+ 223 + 493 + 133 + 96 + 219 = 668 + 637 ot 853 te 941 1 
Ok wall + 192 + 268 + 1 ar 361 + 51 - Si + 310 2 
= 58 + 342 + 325 + 364 + 220 + 1,029 + 688 Se 796 + 1,251 3 
H=C+E 
+ 97 + 54 - 118 - 92 + 144 ar 537 + 60 f 86 - 12 1 
= NS) + 127 + 46 + 93 + 82 - 378 + 86 ar 247 + 348 2 
= = es = - - 4 - = = 3 
Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and cha 
transactions, loans, and changes in open account co 


rtered bank holdings of exchange, international money market 
mmercial indebtedness. It also includes the balancing item 


representing unrecorded capital movements and errors and omissions throughout the accounts. 


H 3Aminus sign indicates a receipt by Canada. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
FOURTH QUARTER 1965 AND PRELIMINARY ESTIMATES FOR THE YEAR 1965 


Canada's international deficit on current account rose substantially from $433 million in 1964 

to a preliminary total of $1,136 million in 1965. In the period preceding, the current deficit had 

_ declined fairly steadily from a peak of $1,504 million in 1959. The adverse change in 1965 resulted 
from a continuing expansion of the current deficit with the United States, combined with a sharp 
contraction in the traditional surplus with overseas countries, This positive balance was exception- 
ally high in 1964, substantial exports of wheat and flour to Eastern Europe having been an important 

factor. Shipments of wheat on the second large contract with the U.S.S.R. began late in the third 

I quarter of 1965. 


4 Summary Statement 


4 
r 
- —————— Se SSNS? 
i 1964 1965 
4 1963 1964 1965 
IY) 1 0) EO) BILE AO, LVe@ 


millions of dollars 


4 
Merchandise trade balance .... fe 503 + 700 + 101 + Lol - 42 = aXe! fe 5) ate ak6 
Deficit on non-merchandise 
4 PEanSacCcvons see of... seeeae - 1,045 =~ 133 = PSs - 322 - 359 - 339 - 145 - 394 
mourrent account balance ...... - 542 - 433 - 1,136 - 161 - 401 ~ 367: “+ 10 \< 378 
Capital movements(1) ...... (ed ages 085 + 796 + 1,293 +342 +329 +368 +216 + 380 
Bene =erah forms.) .!o0 <a -fers'e! | tr, 637 +) .853 + 608 +493 +121 + 90 +214 + 183 
SHOmteterms FORMS! fn yeieic oie sare eb Bul - 57 ar 685 - 151 + 208 + 278 + 2 + 197 
Change in official holdings of 
gold, foreign exchange, and 
net balance with Inter- 
national Monetary Fund ..... + 146 gee Pee A.) AS aol ami id2ip Sys 1 Bee oe 


(1) Excluding change in official exchange holdings. 


With economic activity reaching closer to the level of current capacity, foreign resources were 
drawn upon to a larger degree. While merchandise exports increased to a record high level in response 
to generally buoyant demand abroad, the rise in imports was about $600 million more, thereby cutting 
the trade surplus from $700 million in 1964 to roughly $100 million. The deficit on non-merchandise 
transactions also widened; and after an increase of some $100 million in 1965, it exceeded the $1,200 

million level for the first time. Higher net payments on interest and dividends and on freight and 
shipping services together with increased official contributions accounted for one quarter as much 
' again as the deficit rise for all non-merchandise transactions. An improvement in the balance on 
inheritances and migrants' funds was the principal offset. 


| Demands for real resources found a counterpart in financial pressures, and there was a sharp 
| increase in capital flows to Canada. The pressures deriving from the underlying economic situation 
| were augmented by exogenous events. These included efforts by the United States Administration to 
strengthen the balance of payments position of that country, and a sharp shock to investor confidence 
arising from the default of a Canadian finance company and the subsequent revelation of widespread 
involvement of other companies. These external and domestic factors created problems of considerable 


delicacy for the monetary authorities. 


The inflow of foreign direct investment capital turned upwards, after four years of decline, 
but inflows in some long-term forms were inhibited, while repurchases of outstanding equities, influ- 
enced probably by market developments as well as perhaps by the Interest Equalization Tax in the 
United States, occurred on an increasing scale. Very great pressures were therefore concentrated on 
the one remaining substantial channel for long-term inflows (apart from direct investment), the sale 


| 


to non-residents of new issues, which remained unimpeded until November when joint action by the 
Canadian and United States governments caused large amounts of deliveries to be deferred until after 
the year-end. In the event, long-term forms of inflow over the year were equal to only 54 per cent of 
the deficit on current account, 


The shortfall was supplied in the first half of the year through heavy drawbacks of residents' 
funds employed by the Canadian banking system in the Eurodollar market. During the year there was 
a substantial repatriation of Canadian finance company paper but these institutions were on balance 
able to obtain funds from non-residents in other forms. The announcement in the third quarter of the 
second large sale of wheat to the U.S.S.R. gave promise of future export receipts and there were 
anticipatory inflows. As the year closed there were further large inflows of capital on open account. 
Over the year Canada's net external monetary assets rose, 


Export Balance on Merchandise Trade Declines 


In the fifth year of continuing economic expansion, the preliminary estimate for 1965 of 
Canada's deficit on current account transactions with the rest of the world stood at $1,136 million. 
This total was more than 2 1/2 times the deficit of $433 million for 1964 and was about the same level 
as that for 1958. The fairly steady decline from the 1959 peak of $1,504 million in the current account 
deficit, aggregating $1,071 million up to 1964, was sharply reversed with an addition of $703 million 
to the imbalance in 1965. This increase resulted from a continuing expansion in 1965 in the current 
account deficit with the United States, by $276 million or over 16 per cent, combined with a cut of 
$427 million or 35 per cent in Canada's traditional surplus with overseas countries, which was 
abnormally high in 1964 being swollen by exceptionally large shipments of wheat to Eastern Europe. A 
reduction of $111 million or 18 per cent took place in the current account surplus with the United 
Kingdom, from $607 million in 1964 to $496 million in 1965, 


Roughly 85 per cent of the expansion in the current account deficit originated in merchandise 
trade, with the export balance falling from $700 million in 1964 to $101 million. Merchandise exports 
and imports (both adjusted for balance of payments use) reached highest recorded levels in 1965, but 
the increase in imports was more than twice as great as that in exports. Net payments on non- 
merchandise transactions widened $104 million, and exceeded the $1,2 billion level for the first time. 
Since 1959, Canada's deficit on services had fluctuated in the rough range between $1,050 million and 
Sal, U50) ambililstoin,. 


Adjusted merchandise exports gained $497 million or 6 per cent from $8,240 million to $8,737 
million in 1965, Exports, after allowance for regular seasonal fluctuations, grew in each quarter of 
1965, with the rate of increase rising in the second half. The adjustment to the Trade of Canada 
export total for 1964 (a deduction of approximately $64 million) represented mainly timing for wheat 
shipments and deliveries of aircraft for which progress payments had been received in earlier periods. 
The adjustment to balance of payments basis for 1965 by a subtraction of about $27 million included 
the same two elements - a deduction for aircraft deliveries offset in part by an addition pertaining 
to wheat shipments, 


One of the largest gains, as a group of related products, was recorded in exports of non- 
ferrous metals, up nearly $180 million over 1964, Increases in shipments of aluminum were most 
significant, followed by those of nickel, lead, zinc, copper and other metals, Exports of meat and 
fish together rose close to $40 million, seeds (in particular rapeseed) nearly $25 million, and whisky 
about $15 million. Deliveries of wood pulp gained over $30 million, those of newsprint roughly $35 
million and those of chemicals and fertilizer together nearly $40 million, Among manufacturers, the 
largest gains in exports reflect the Canadian-United States automotive arrangements agreed to in 
January 1965. (Large increases relating to these same arrangements also occurred in imports). Exports 
of motor vehicles (in the main automobiles) advanced approximately $100 million over 1964, and of 
engines and automobile parts almost $80 million. Exports of machinery were about $45 million higher 
and of communication equipment nearly $20 million larger. 


The value of clearances of wheat was some $135 million lower in 1965, with about 60 per cent 
of the decline attributable to shipments to the U.S.S.R. and other East European Communist countries. 
Other reductions in exports were indicated for: wheat flour (almost $35 million), dairy produce (well 
over $15 million), and uranium and railway rolling stock (more than $20 million each). 


In each of the quarters of 1965, the average prices of exports ranged between 1 1/2 and almost 
2 per cent higher than in the corresponding periods of 1964. 


Adjusted merchandise imports expanded 14 1/2 per cent from $7,540 million in 1964 to a pre- 
liminary total of $8,636 million in 1965. Relatively the increase was approximately of the same 


Summary of Current Transactions with the United States, United Kingdom and Other Countries 
1964 and 1965, and Changes Between the Periods 


a a a a a ee eee ee ee eee 


1964 1965 Change 1964 1965 Change 


Eee 
millions of dollars 


Fourth quarter All countries United States 
Merchandise exports (adjusted) ............ 2,130 25 46jle0 Ge Sol 1,168 b979e) ste 
Merchandise imports (adjusted) ............ 1,969 2,445 + 476 t255 1,692 + 357 
Palence» on merchandise trade .......sccwes eet s+ LGdigact 16 =12 145 ae a 146 
pe Clem CttiGl: Clit CCE DES vars. c os. grereieie- ero o-leveceee.« 631 625 - 6 368 402 + 34 
Devore Current PAayMe4mts:.& fas. oie cee sicedeess 953 1, OL9 + 66 680 TLS ar 35) 
Balance on non-merchandise transactions ... - SWI 394 - WP - Sd 313 - 1 
P@GCOUL USS SK, Fale 5 ivrele.ta loads dcivietaism oaieid obec Dr Ol: 3,086 + apoio 36 1,781 + £245 
RUM CNIMOTNES: o.oo: <, ov ecdvsve-s.ecedeicie A te ee ve 2,922 3,464 + 542 2 ONS 2,407 + 392 
Gurremt account balance ........ Soe EMO SCE . 7 161 - 378 - 2A - 479 - 626 - 147 

Calendar year 

Merchandise exports (adjusted) .....cccccee 8, 240 8,737 + 497 4,396 4,986 + 590 
merenandise imports (adjusted) ....... csc 7,540 8,636 + 1,096 5,207 6,042.5 +3 9835 
Balance on merchandise trade ......... Saar POR. LOT - 599 = te eee - 245 
Other current receipts ........eeeeee ptr a oR a ee ae eA 162 lige eal SCH al gemelae! 
Other current payments ........ RES orelarasreteioss SHO Siento ar 298 2,465 2,639 + 174 
Balance on non-merchandise transactions ... - 1,133 - 1,237 - 104 - 844 - 875 - 31 
“LEVEY SEG GU OES ee) ice Oph a aR Cs eee ee ee 10,676 I S36y7, of 691 6,,,.0:L7 6.1/0 + Tess. 
I NaN Ea Borg J Ne, siei'w bie: ev erelaieie. « afereie: ee dy OS: U2 50S. «pele 3.94: is Ope 8,681 + 1,009 
Cusrent, account: balances .......c-.06 tire ering - 433, .-. 1,136 - 703 als, 6554 9 1h, Sn ~ 276 

Fourth quarter United Kingdom Other Countries 
Merchandise exports (adjusted) ......... ae 306 SEZ, + 6 656 770... + 114 
Merchandise imports (adjusted) ....... ees see 144 173 + 29 490 580 + 90 
Balance on merchandise trade ...... wma esee. + 162 + 139 - 23 + 166 + 190 + 24 
BME GCURTEME LECEIPES 200 cee cewnace sisias wi 142 i eee 51 121 132. + 11 
men Turrent paynents 4... .isincows ses ewlelee 99 98 - il 174 206 + 32 
Balance on non-merchandise transactions ... + 43 - 7 - 50 - 53 - 74 ~ Zi 
ES 2 a ee ran 448 403 - 45 VAT 902 + L25 
Total payments .......sa0- CS a ee 243 Pa Saas 2 28 664 786 + 122 
Beerents account balance . ..cis.cececcccls Se ee) ae ee eee 73 ee eG ce 3 

Calendar year 
Merchandise exports (adjusted) ............ 1,219 1,184 - 35 I 2,567 - 58 
Merchandise imports (adjusted) ............ 584 625 + 41 1,749 1,969 + 220 
Svianee .on menchandisertrade <.ic.icnsececs t G35 ,r 559 om 76 t prBZGr, tye DIB, Lim kf 
Re CPO? MECC LIC Sic faielelais. cle cisieisinie% cieiee 385 359 od 26 430 SO ot 17 
Other current payments .......... ei task alle te 413 422 + 9 691 806 + ve 
Balance on non-merchandise transactions ... =~ 2& is 63 3 35 m 261 - 299 > 
rer Sel gate ed aie «cial lola: stale, aie biaieinie eee 1,604 LSA oe 61 3,055 3,074 + 19 
SE DRNIMGWER co us eke. wlnlisiavein's os hee oases 997 LO?) ck 50 2,440 2,775 + 335 
meerent account balance ...ccccsacecscuccce + 607 + 496 - 111 + 615° + 292 =) ee 


ee eee 


magnitude as that which occurred between 1963 and 1964, but the absolute rise of almost $1,100 
million in 1965 was the largest recorded in any one year, Progress payments on defence goods and 
civil aircraft added more than $50 million to the Trade of Canada import total for 1964, but the 
negative adjustment in 1965 was of a negligible proportion. 


Indicative of the tendency to utilize foreign resources in the face of mounting pressures of 
demand, as the slack in the Canadian economy was absorbed, the ratio of imports of goods to the Gross 
National Product has changed rather significantly. This ratio which had been fairly stable at about 
15.3 per cent in the period 1960 to 1963, began to rise in early 1964 and moved up to a level higher 
than 16.5 per cent for the year 1965. This proportion was about the same as that for 1955, but was 
well under the 1956 ratio of over 18 per cent, 


Less than 60 per cent of the $1.1 billion rise in merchandise imports took place in the first 
9 months, for which period detailed commodity information is available, Increases were indicated in - 
almost the entire range of commodities. Machinery imports expanded $100 million in the 9-month period, 
fabricated metal materials (preponderantly ferrous) well over $100 million, and imports of automobiles, 
trucks and vehicle parts rose close to $150 million. Smaller though still substantial increases were 
recorded in purchases abroad of chemical and plastic materials, equipment and tools, fuel oil and 
coal, and personal and household goods. The value of imports of raw sugar declined in 1965, although 
due only to a sharp reduction in prices, 


In contrast to the movement of prices of exports, average import prices were slightly lower in 
the first half of 1965 as compared with the same months in 1964. Import prices, however, turned up 
rather sharply in the third quarter, and exceeded the average levels of August and September 1964. 


Deficit on Services and Other Non-merchandise Items 


Increases totalling $108 million in net payments on interest and dividends and on freight and 
shipping services more than accounted for the $104 million rise in the non-merchandise deficit to 
$1,237 million in 1965, In addition, Canada's official contributions increased $23 million to $92 
million, and the value of gold production available for export slipped down $7 million to $138 million, 
extending the gradual decline since 1962, But in continuation of the contraction which began a year 
earlier in 1961, the balance on inheritances and migrants' funds improved $26 million to a small 
surplus, the first since 1951. Net payments on government account, other than official contributions, 
which declined, and the travel deficit which narrowed by $1 million to $49 million in 1965, contributed 
to restraining the rise in the “invisible” deficit. 


Major Items in the Balance on Non-Merchandise Transactions 


Change 
1962 1963 1964 1965 in 1965 


millions of dollars 


Golds production avai laplestorsexport: 2% sce = 155 + 154 +. 145 +i IBS - 7 
Travel wexpendnst ures a pane rae oer eee - 43 + 24 - 50 - 49 + i 
mere Siewan cued acyederid shee eae een arars seagetaicners - p92 - 630 - 665 - 733 - 68 
Preteht: and slipping "a cmwistease «arcs siele ets - 86 - 85 - 40 - 80 - 40 
InherLtances and smi cranitzs erundsmee eee eae - 51 - S)5; ~ 2. + 5) + 26 
OtmictialyeontributiOnusemecemetre ceca cen - 36 - 65 - 69 - 92 - 23 
ALbrother -eusrent) ieransact lonsm@: 42466 aah oie =» 398 - 408 - 433 - 426 + 7 
Balance on non-merchandise transactions .... = 1,051 - 1,045 cwl33 - 1,237 - 104 


Except for a surplus of $24 million in 1963, Canada's deficit on travel account has ranged 
between $43 million and $50 million since 1962. The deficit of $49 million in 1965 is less than one- 
fourth as large as the level of $207 million in both 1959 and 1960, In continuation of the movement 
in recent years, net payments on travel to overseas countries increased $9 million to $168 million in 
1965, while the surplus with the United States gained $10 million to $119 million in 1965. Since its 
reappearance in 1962, this surplus with the United States has widened except for the contraction in 
1964, which followed an unusually sharp rise in the previous year. Expenditures in Canada by 
travellers from the United States increased $60 million to $650 million in 1965, while Canadian 
payments to the United States rose $50 million to $531 million. With overseas countries the $24 
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million increase in travel payments to $255 million exceeded the gain of $15 million to $87 million in 

| receipts. Overall receipts totalled $737 million, up $75 million from 1964, and payments were estimated 
at $786 million, after a rise of 
$74 million in 1965. Both the 


Travel Expenditures receipts and payments stood at 


| highest recorded levels. The 
ch travel deficit represented 4 per 
1962 1963 1964 LOGS og IaRES cent of all "invisible" deficit 
in 1965 in 1965 


millions of dollars 


Among developments af- 


United States: fecting the international travel 


eee PE GSIIIG sss" ee S's 512 549 590 650 + 60 account was a large gain in the 
CO a a a a 419 388 481 534 + 50 number of visitors from over- 
eae SS oes ws Os lO LS 2 O9RS =p ho cee) seas countries which appears to 
have been stimulated by reduced 
Overseas: airline fares. At the same 
BeCERpTS21, S SUS SS 50 60 72 87 + 15 time there continued to be large 
PRA ICTESE Ae eaters, oicvoretete 186 SH, 231 255 + 24 rises in the numbers of Canadians 
Beulaneer eee, Ley ee, Ns - 136 - 137 - 159 - 168 - 9 travelling overseas, but their 
external expenditures rose more 
All Countries: moderately as proportionately 
Recep CSII OE. oe o's 562 609 662 737 + 75 greater use was made of Canadian 
meres es 605 585 712 786 + 74 transportation facilities and 
Belance® 56. sa, a - 43 + 24 - 50 - 49 + 1 the average duration of visits 


abroad tended to be shorter. 


Net payments of $733 
million on interest and dividends also reached the highest recorded level in 1965, and represented 
over 59 per cent of the whole deficit on non-merchandise transactions, which was the average for the 
3 most recent years. The $68 million expansion in the deficit from $665 million in 1964 was the result 
of a rise of $70 million in interest and dividend payments from $978 million to $1,048 million, offset 
slightly by a gain in receipts from $313 million to $315 million. Large sales to non-residents during 
1964 and the first half of 1965 of new corporate, provincial and municipal bonds accounted mainly for 
the $38 million increase in interest payments from $336 million to $374 million in 1965. Dividend 
payments rose $32 million from $642 million to $674 million, as compared with a $96 million increase 
in 1964, in which year approximately two-thirds was attributable to an extraordinary payment of 
dividends by a subsidiary to its parent in the United States. Nevertheless, because of larger pay- 
ments of dividends by other 
subsidiaries in the final 
Interest and Dividends: Payments quarter o£ 91965 and also int the 
second quarter, together with 
higher profits of unincorporated 


Period Total Interest Dividends branches in Canada, dividends 
on direct investment accounted 
millions of dollars for well over four-fifths of 
the growth in dividend payments. 
1962 794 284 510 There continued to be sub- 
1963 860 314 546 stantial reinvestments in Canada 
1964 978 336 642 of earnings of subsidiaries with 
1965 1,048 374 674 major investment programs under 
way. A factor restraining the 
1963 Lind 198 90 108 rise in dividend payments on 
1EIEIL MO, 181 67 114 portfolio investment to moderate 
IV Q 285 92 193 proportions has been the con- 
tinued liquidation of holdings 
1964 if 40) 236 V/s 163 of Canadian stocks by non- 
JBL (0, 209 94 115 resident portfolio investors. 
LIL<Q 204 72 132 
IV Q 329 97 232 A gain of some 15 per 
cent in interest receipts 
1965 IQ 236 77 159 exceeded by a small margin the 
LL: Q 247 107 140 decline in dividend receipts. 
LIT 224 78 146 Increases in the latter in the 
IV Q 341 ri 229 two middle quarters of 1965 


were more than offset by the 


absence in the last quarter of extraordinary receipts in the same period of the preceding year, In 
both years there was a deferment of some $20 million interest by the United Kingdom on the 1946 loan, 


In the carriage of Canada's booming merchandising exports and imports, both receipts and pay- 
ments on freight and shipping services rose to record levels in 1965 of $656 million and $736 million 
respectively. As the increase in payments of $51 million was much larger than that of $11 million in 
receipts, the deficit on freight and shipping services widened from $40 million in 1964 to $80 million, 
which represented more than 6 per cent of the entire deficit on non-merchandise transactions, While 
the 1965 deficit was double the preceding year's, it was lower than the average size of net payments of 
$84 million for the 3-year period 1961 to 1963, The increase in receipts in 1965 originated largely 
from higher earnings of inland freight on exports, Rising inland freight and, more particularly, 
inland freight payments on imports accounted for the increase in disbursements for freight and 

shipping services. 


Miscellaneous Current Transactions Official contributions, 
representing Canada's foreign 
economic aid in grants of goods 


BSS a aie and services amounted to $92 
million in 1965, the highest 
es ee oo wee total in the postwar period, 
millions of dollars (The published total for 1946 
is; islightihy Varger> bungie 
Government, excluding included large expenditures on 
Crp iedialeconits lib medlloniserere) 141 156 178 AT account of UNRRA and other post- 
Personal and institutional war relief.) About $20 million 
remittances ...... Sree 29 a2 92 103 worth of wheat shipped to India 
Miscellaneous income ........ 90 2 186 2 and Pakistan under the inter- 
Business wsiervillCesinyeas) siete cs 242 264 479 504 national food aid program was 
fe. lea Ln) Foot gee are eee included in the 1965 total of 
Polite Leta aagevaetae Sleraie Bei akele 502 573 935 999 official contributions. Contri- 
ia oy eae be Spey Wawa ee. Oe butions under other multilateral 
Bai lameery eecder Ae eo eee 6 eee - 433 - 426 and bilateral programs (e.g., 


pertaining to emerging nations 

in Africa and in the Caribbean) 

were higher in 1965. The 
deficit on other government expenditures narrowed in 1965 owing in large measure to the non-recurrence 
of a fairly substantial payment in early 1964 on account of Canada's share of the common defence costs 
in Korea. Net payments of personal and institutional remittances and of business services increased 
moderately in 1965, with the latter accounting for about 20 per cent of the total deficit on non- 
merchandise transactions. As mentioned before the value of gold production available for export, at 
$138 million, was $7 million smaller than for 1964, 


The balance on inheritances and migrants' funds changed from a deficit of $21 million to a 
surplus of $5 million, on account of a rise of 30 per cent to nearly 147,000 in the number of immi- 
grants in 1965. This immigration total was the largest since 1957. 


Developments in the Fourth Quarter 


Total receipts from the rest of the world for transactions in goods and services advanced 
nearly 12 per cent from $2,761 million to $3,086 million in the last quarter of 1965, while total 
payments increased over 18 per cent from $2,922 million to $3,464 million. Canada's deficit on 
current account thus more than doubled from $161 million to $378 million, This deficit was the 
highest on record for the fourth quarter, and, after seasonal adjustment, was larger than for any 
period except the third quarter of 1959. About two-thirds of the deterioration was derived from 
merchandise trade, as export balances dropped from $161 million to $16 million in the final quarter 
of 1965. Merchandise exports gained about 15 per cent from $2,130 million to $2,461 million, while 
merchandise imports expanded 24 per cent from $1,969 million to $2,445 million. The 22 per cent 
expansion in the deficit on non-merchandise transactions from $322 million to $394 million was wholly 
due to the rise in service payments from $953 million to $1,019 million, Almost every item shared in 
this $72 million rise, but enlarged net payments of interest and dividends accounted for over 60 per 
cent of the increase in the non-merchandise deficit. Payments of interest rose $15 million but 
dividend remittances contracted only $3 million, despite the incidence in 1964 of unusually large 
dividends on direct investment, while receipts of interest and dividends together fell $34 million 


to $107 million, There were substantial receipts of dividends in the final quarter of 1964, not 
repeated a year later, 
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Transactions by Areas 


Canada's deficit on transactions with the United States in current goods and services deepened 
over 16 per cent from $1,655 million in 1964 to $1,931 million, which was the highest recorded, The 
traditional current account surplus with overseas areas narrowed 35 per cent from $1,222 million to 
$795 million, The 1965 estimate was however still the next largest since 1952, when the surplus 
topped $1 billion, Roughly one-quarter of the reduction in 1965 in the current surplus with overseas 
countries originated in transactions with the United Kingdom. 


Total receipts on current transactions in goods and services with the United States were esti- 
mated at $6,750 million in 1965, up $733 million or 12 per cent from $6,017 million in 1964. Total 
payments increased $1,009 million or 13 per cent from $7,672 million to $8,681 million, In conse- 
quence, Canada's current account deficit widened $276 million or more than 16 per cent from $1,655 
million to $1,931 million. Nearly 90 per cent of the deterioration was ascribable to merchandise 
trade, with the increase in imports outpacing the gain in exports by $245 million. 


Merchandise exports of 
Current Account Balances with $4,986 million to the United States 
Principal Countries and Areas in 1965 were $590 million or more 
than 13 per cent above $4,396 
million for the preceding year. 


1963 1964 1965 Charee Included in this gain were many of 
in 1965 the commodities referred to before 
millions of dollars in the analysis on exports to all 
foreign markets, such as automobiles, 
munited States: 22. se... eel G2 = 1,05) - 1,931 - 276 engines and motor vehicle parts, 
meat and fish, non-ferrous metal 
Overseas: materials, petroleum and natural 
United Kingdom ..... + .414...+ 607 .+.. 496 .—111 gas. Merchandise imports expanded 
Other Sterling Area - 30 + 106 + 149 + 43 $835 million or 16 per cent from 
Other OECD Europe .. - 100 - 112 - 193 - 81 $5,207 million. to.$6,042 miidien ain 
Other countries .... +), 6396 O62 1h ~ 45.7343 - 278 1965. Larger imports of automobiles, 
trucks, engines and vehicle parts, 
pimuecountries’ o....2. ac = 542 - 433 - 1,136 = /03 machinery, industrial materials, 


including steel, other metals, 

coal, chemicals and plastics, and 
consumer goods contributed to the 
substantial expansion in imports. 


The deficit on non-merchandise transactions with the United States went up $31 million from 
$844 million in 1964 to $875 million. This resulted from a sharp rise in net payments on interest 
and dividends, a much smaller increase in the deficit on freight and shipping services, and a 5 per 
cent reduction in the value of gold production, which were offset in part by a rise in the travel 
surplus and reductions in the deficit on inheritances and migrants' funds and miscellaneous transactions. 


Consistent favourable balances have characterized the exchange of goods and services between 
the United Kingdom and Canada; and these surpluses in the postwar period have fluctuated between about 
$10 million and well over $600 million. The current account surplus narrowed almost 20 per cent from 
$607 million in 1964 to $496 million, but the 1965 estimate was higher than the surplus in any of the 
postwar years except 1946, 1947 and 1964. Moderate changes of about 5 per cent in both receipts and 
payments took place between the most recent years, Total receipts declined from $1,604 million to 
$1,543 million, while total payments rose from $997 million to $1,047 million. Parallel changes were 
indicated in merchandise exports, which slipped down from $1,219 million to $1,184 million, and 
merchandise imports increased from $584 million to $625 million. The reduction in exports, concen- 
trated mainly in newsprint, other paper products, steel products and other metallic materials, was 
probably a consequence of the imposition of import surcharges by the United Kingdom. Incomplete 
details indicate that manufactured commodities accounted for increased Canadian imports. 


Most of the component items, and in particular interest and dividends, owing to extraordinary 
receipts of dividends in late 1964, contributed to the widening of $35 million in the deficit on non- 
merchandise transactions to $63 million in 1965. For the second successive year, the United Kingdom 
authorities deferred payment of regular interest amounting to some $20 million on the 1946 loan. On 
account of the settlement in early 1964 of Canada's share of defence costs of operations in Korea, 


the deficit on government account was lower in 1965, 


Canada's current account surplus with other countries was about halved from $615 million in 


= 0a 


1964 to $299 million in 1965, which was however still higher than that for any other year since 1961. 
In that year a positive current balance reappeared with overseas countries other than the United 
Kingdom, following the entry of Mainland China into the Canadian market for sizable purchase of wheat 
and also increased shipments of grain to Communist countries in Eastern Europe, An estimated increase 
of $43 million in 1965 in current surplus with other sterling area countries offset about one-half of 
the expansion in the deficit of $81 million with other OECD countries in Europe. Thus nearly 90 per 
cent of the $316 million decline in the current surplus with the whole group of other countries 
originated in transactions with the remaining countries. Merchandise exports to the other countries 
group declined 2 per cent from $2,625 million to $2,567 million, Merchandise imports rose $220 
million or over 12 per cent from $1,749 million to $1,969 in 1965. Exports to other sterling area 
countries and other OECD Europe group expanded, but declined substantially to remaining countries. 

The reduction in shipments of wheat to this last named area alone amounted to about $120 million. 
Merchandise imports declined from other sterling area (raw sugar being an import contributor) but rose 
substantially from, in particular, other OECD countries in Europe and from remaining countries, The 
deficit on non-merchandise transactions widened nearly 15 per cent from $261 million to $299 million, 
with most of the deterioration arising from transactions with countries outside the sterling area, 
Ameliorating changes covering interest and dividends and inheritances and migrants' funds were out- 
weighed by increased official contributions and net payments on miscellaneous transactions. 


Financing of Canada's Bilateral Account with the United States 


1964 1965 


1962 1963 1964 1965 on 
IV Q tC It © Fle i000 


millions of dollars 


Transaction with the United 


States (1) 
Current accoun tubatanc ec menpercterseie = 1,277 90,3160 el, 8009 F212, 069) -e514 - 624 - 570 - 215 - 660 
Capital movements in long-term 
LORDS)... sfayel sie Ate Meleve stele) «cchtarsete ar 668 + 843 + 1,087 + 840 + 514 +178 + 157 + 271 + 234 
Capital movements in short-term 
foums. (2) sheds fathe {eR a + 423 + 7 + 668 - 372 + 206 - 177. - 150 - 288 + 243 
Totadss, 3:cvshtie iccvetesnerne eka ioterers scams 186 - 466 - 45 - 1,601 + 206 = 623 si) 563, =4232, =alss 
Financing 
Transactions with rest of world: 
Current account balance: Smee + 248 + 620 + 1,222 + £4=795 + 318 +188 + 169 + 190 + 248 
Capital movements in long-term 
fF OMG «(acs reece ele SC BONDS a 206 - 234 - 232 g=ae2 |) =| (57 02m 67 ee SZ Se 
Capital movements in short- 
terms ‘forms (2)... . acute - 62 + 44 - 725 + 1,057 - 357 + 385 + 428 + 290 - 46 
Substota lke sats deehe eeraae See US6) ce 458 + 263; cele O20in=11 60 + 516. 7+ 530 ek 423; +5058 
Gold production available for 
SPS OOP, BO Ooo OND COO COCO OOOH at ESS amcts 154 + 145 + Isis} ge SIS; + 35 + 34.4 35 +. 34 
Increase (-) in official 
Canadian holdings of gold, 
foreign exchange, net asset 
Wal. bhi these iMEL. set G meer eee Se 155 = 146 - 3 63iea= 15 7 tse: Ole igh /)2 = L§= 226, .= 2 
TO t alc ita ciate atest cee nteed a area eyetete + 186 + 466 + 45 + 1,601 - 206 + 623 + 563 + 232 + 183 


(1) Excluding gold production available for export and changes in official monetary assets, shown with 
financing. 

(2) There is a discontinuity at the end of 1963 in the allocation bilaterally of capital movements in 
short-term forms, inplying accumulated earlier net overstatements of inflows from the United States 


and corresponding net understatements of inflows from the rest of the world of the order of $200 
million, 


Canada's current account deficit with the United States in 1965 (excluding gold production 
available for export, which is conventionally attributed to the United States account) leapt upwards 
to $2,069 million, from $1,800 million in 1964 and from its earlier record of $1,789 million in 1956. 
Capital movements between the two countries in both long and short-term forms (apart from changes in 


re 


official holdings of gold and United States dollars) involved an inflow of $468 million. (The long 
term component represented an inflow of $840 million which was nearly a quarter of a billion dollars 
smaller than in 1964, while there was a swing of more than a billion dollars in short-term movements 
to an outflow of $372 million. The capital balance with the United States accordingly declined by 
Bay2e/ miliion from an inflow of $1,755 million in 1964). In sum these transactions with the United 
States gave rise to record net payments by Canada of $1,601 million. This massive bilateral imbalance 
contrasted with only $45 million in 1964, Both years were affected by abnormally large shifts in the 
foreign currency operations of the Canadian banking system, but even taken over the two year period 
the transactions are revealed to be an extraordinarily important source of strength to the United 
States balance of payments position. 


On a quarterly basis the imbalance tended to contract successively during 1965 from $623 million 
in the first quarter to $183 million in the final quarter, at which level it remained high by his- 
torical standards. 


It may be noted that corresponding data compiled from United States sources differ considerably 
and indicate smaller although similar imbalances substantial differences on current account arise in 
the balances for both commodities and invisibles, where Canadian data indicate larger deficits than 

are seen under the United States reporting systems. These discrepancies appear to stem from statisti- 
cal differences in coverage, classification, valuation and to a lesser extent timing, There are also 
differences in the measures of capital flows in which however differences in the distribution of items 
are more prominent than in the totals. 


With the United Kingdom and other overseas countries the pattern of imbalance tended to be 


complementary. Canada achieved a current account surplus of $795 million and received net capital 
flows of $825 million. This current account surplus was $427 million below the abnormally high 
earnings of 1964, while the capital flows showed a swing of $1,784 million from the outflows of 

$959 million in 1964; capital flows in long-term forms were relatively unchanged over the last three 
years, and the change in short-term movements again reflected to a considerable extent shifts in the 
foreign currency operations of the Canadian banking system. These transactions with overseas countries 
in 1965 together produced $1,620 million (which made possible the deficit of $1,601 million incurred 
in transactions with the United States). The quarterly distribution of this total shows considerable 
Stability over the first three quarters with a tendency to moderate in the final quarter. 


Canadian gold production available for export in 1965 added $138 million to the world's 
monetary gold stocks and Canada's official holdings of gold, foreign exchange and balance with the 
International Monetary Fund rose by a net amount of $157 million. 


Bilateral Foreign Currency Operations of the Canadian Banking System 


| ' An alternative form of summary bilateral statement is provided which isolates in respect of 
| me United States and of other countries for 1964 and 1965 the capital movements arising from foreign 
currency operations of the Canadian banking system separately from all other transactions, while 

another statement provides further details of the banking operations, Technical descriptions of the 
_ statistics and their treatment in the estimates has appeared in earlier quarterly reports. 


_ These statements show the net effects on Canada's balance of payments statements of the 
foreign currency operations of the Canadian banking system to have been net inflows of $297 million 
and net outflows of $600 million from the United States and to the rest of the world respectively in 
1964, and net outflows of $529 million and net inflows of $955 million to the United States and from 

the rest of the world respectively in 1965. Thus over the two year period there were outflows of 
$232 million to the United States and inflows of $355 million from the rest of the world, involving 
swings respectively of $826 million and $1,555 million. On balance in 1965 these operations provided 
financing for well over a third of the deficit on current account. 


The data for 1965 may be seen to comprise three distinct phases. 


During the first and second quarters there were very sharp declines, aggregating nearly $600 
million, in deposit liabilities in foreign currencies to residents of the United States, declines 
which must be related in part at least to the application of the balance of payments guidelines 
introduced by the United States authorities. The Canadian banks reduced their assets in the United 
_ States, but by only half this amount, leaving a net outflow to the United States of $300 million, In 
the same period the Canadian banks attracted more than $200 million of deposits from overseas, but : 
“concurrently they reduced the funds employed there by more than $550 million, a shift of more than $750 
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Canadian Chartered Banks 


Net Transactions in Foreign Currency Assets and Liabilities of Head Offices and Branches in Canada 


eee ck SR EP en ee ee 
Year 1965 


————eeeeeoooo 


1964 1965 BE 10) LL 4Q FLIES CaO) LV 'Q 


millions of dollars 


Assets with residents of: 


Matted States .f.52..... eras 40 - 208 = 21> = 63 TL - 181 
Ener GOURETLES 2... s sec < er 691 - 440 - 231 - 324 16 99 
Totaljmon=resident .2..... rae ah - 648 - 446 - 407 287 - 82 
TE ee ae) ee a ee (b) 198 276 100 “1 60 45 
EN acts wis aie aye « <6 0.8 40 aie 929 - 372 - 346 - 336 347 oe ee 


Liabilities with residents of: 


MM ede sj Gatec. i. sc. sie ee x Bis S\Shy/ - 737 =i, - 261 - 25 - 114 
CEver Countries SoS Ses 91 SiS 110 102 289 14 
Total non-resident ...... 4 428 Dy), - 227 - 159 264 - 100 
TE ee ee rae 8) 532 - 107 - 167 - 136 143 53 
ROtals aha 5 &. SBA Cee 960 - 329 - 394 - 295 407 - 47 
Net Assets with residents of: 
Wise dwesitiatesy i... ace we-6-6 - 297 529 122 178 296 - 67 
OEhereCoumendese =. so<asec.ce 600 - 955 - 341 - 426 - 273 85 
Totalenon-=resident. t.as>c.« 303 - 426 - 219 - 248 23 18 
Canada ..... Beale rarekcroxs ie ahincere es 2 - 334 383 267 207 - 83 - 8 
Totals eeoreerecee ee eceesee eee (Ga) = Sule = 43 48 cad 4l ee 60 10 


This statement shows the effect on Canada's balance of payments of foreign currency banking operations 
of the Canadian Chartered Banks. As described on page 14 of the report for the second quarter of 1965, 
the amounts identified as (a) are embodied within item D 17.1 (e.g. this item in 1965 includes $150 
million, reflecting decreases of $107 million in residents’ holdings of foreign currency deposits with 
Canadian chartered banks in Canada and of $43 million in the net foreign currency holdings of these 
institutions); the amount identified as (b) is embodied within items D 13 and D 17.5 (e.g. in 1965 as an 
aggregate inflow of $276 million). The figures are based on data published monthly in the Statistical 
Summary of the Bank of Canada, but have been adjusted so as to eliminate changes in value resulting 
from variations in exchange rates. 


In the third quarter there was a further large increase in foreign currency deposits attracted 
from overseas, approaching $300 million, probably reflecting in some measure the improved balance of 
payments position in some parts of Europe. At the same time repatriation of United States owned 
deposits fell to only $25 million from the very large flows earlier, The moderation of United States 
withdrawals, and the large receipts from overseas contributed to a growth of foreign currency assets 
which was largely employed in the United States. Accordingly, the reduction of assets there which 
occurred in the first half of the year coincidentally with the reduction of deposit liabilities, was 


substantially reversed in the third quarter. 


Finally, in the fourth quarter of the year, when there were increased withdrawals of United 
States owned deposits, but some increases in Canadian owned deposits, the banks apparently found 
advantageous opportunities for the employment of funds overseas and there occurred a modest decline in 
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their net position vis-a-vis United States residents and a modest increase in their net position vis- 
A-vis other countries. Nevertheless over the year as a whole, and indeed over the two year period, 
1964 and 1965, the Canadian banking system served on balance to channel funds to, rather than from, 


the United States. 


Capital Movements 


1964 1965 
Summary 1963 1964 1965 ee ee 
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millions of dollars 


Capital movements in long-term forms .... + 637 + 853 + 608 + 493 +121 + 90 + 214 + 183 
Gapital movements in short-term forms(1) “+ 51 = 5/04) 6e5™" 151 +208. “Fo275 9 oe eee 
Balance om eoods sand Services: . a6 sie seers - 542 °=04330 = TPis6 ---168 - 401 - 367 + 10 - 378 
Change in official holdings of gold, 

foreign exchange, and net balance with 

the International Monetary Fund ....... + 146 +363 + 157° + 181 GS YR se 1 + 226 + =2 


(1) Excluding items in final line. 


The net capital inflow into Canada (apart from the official monetary movements shown separately 
in the balance of payments statements) totalled $1,293 million in 1965 compared with $796 million in 
1964, Capital movements in long-term forms estimated at $608 million in 1965 were however well below 
the 1964 figure of $853 million and lower than for any year in the past decade. At this level they 
formed less than half the net inflow and were equivalent to about 54 per cent of the deficit on current 
account, Capital inflows in short-term forms at $685 million were unprecedented and were equivalent to 
60 per cent of the deficit on current account. As already noted inflows related to the foreign currency 
operations of the Canadian banking system made up about a third of the net inflow. 


The principal factors in the reduction between 1964 and 1965 of net capital inflows in long- 
term forms were a substantially increased outflow for the repatriation of Canadian equities, anda 
substantial contraction in bank and other borrowing. The effects of these declines were partly 
ameliorated by enlarged inflows for direct investment in Canada. 


It will be recalled that in the fourth quarter of 1965 arrangements were made to defer until 
1966 deliveries of Canadian new issues in the United States market. Some special interest may there- 
fore attach to the statement comparing actual inflows in long-term forms with series adjusted to 
reflect the timing of security offerings. This shows that undelivered issues rose by $251 million 
during the year (including $112 million net in the fourth quarter), and that the inflow in long-term 
forms, had all sales been delivered, would have been $859 million in 1965 compared with $782 million 


in 1964, The 1965 figure would than have been equivalent to 76 per cent of the deficit on current 
account, 


Volatility is a characteristic of capital movements in short-term forms. The very large shift 
of nearly three-quarters of a billion dollars in 1965 reflected substantial inflows mainly through 
reductions of Canadian holdings abroad of bank balances and other short-term funds, A major swing to 
outflows covering repayments of short-term finance company paper was partially offset by enlarged 
external borrowing of other sorts by these institutions, and there were also enlarged inflows arising 
from changes in intercompany account balances, other short-term loans and accounts payable, etc, 


Statistics of the balance of payments can only be properly interpreted and balance of payments 
developments can only be properly evaluated against the changing domestic and external environments 
which they link. Within the scope of this publication it is possible only to point to some of the 
factors needed for appraisal, The influence of the sharply rising level of economic activity in 


North America during 1965 has already been noted, as has been the recurring demand for Canadian wheat 
from the Sino-Soviet countries. 


This is not the place to describe in any great detail the special financial relationships 
existing between Canada and the United States, but it may be appropriate to indicate some of the 
principal developments in the vigorous efforts of the Unites States authorities to achieve a greater 


measure of balance in their international transactions which have been of considerable significance for 
Canada, 
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Capital Movements in Long-Term Forms Borrowings by Canadian residents on 


the New York capital market increased 
i Sig AdiGetedete vél1cer pure 1964 with most activity centred 
Ay tad timing of security around the beginning of September of that 
inf low pieadies year when the Interest Equalization Tax 
legislation was promulgated in the United 
millions of dollars States and the anticipated exemption for 
Canadian new issues was established. In 
1962 + 668 + 948 keeping with the spirit of the Canadian 
1963 22 (08)/ + 426 undertaking to the United States that it 
1964 aF 355) + 782 was not its intention to increase its 
1965 + 608 + 859 foreign exchange reserves through the 
proceeds of borrowing in the United States, 
1964 i) =a ss - 49 the Minister of Finance in December 1964 
JE It Ae, SP) bey ap 9 SKS appealed to the provincial authorities to 
Lit“ sp Bes + 429 avoid as far as possible adding to the 
IV Q + 493 + 306 volume of new Canadian issues in the United 
States at that time. 
1965 LEO ae lla ap AOS 
LLe® ap 22 Si In February 1965 a programme of 
IY 6) + 214 + 302 guidelines was introduced by the United 
IV Q ap KS) 295 States authorities aimed at voluntary 


action to reduce outflows of United States 
capital and to repatriate excess liquid 
holdings abroad. These guidelines con- 
tained some specific provisions for Canada in keeping with the circumstances which had been recognized 
in the exemption granted new Canadian issues from the interest equalization tax. Nevertheless the 
guidelines led to some difficulties in the Canadian market for short-term securities which did not 
benefit from the special provisions applicable to long-term investment. They also had marked effects 
on the foreign currency banking operations of the Canadian chartered banks. Canadian banks were 
requested by the Canadian Government to conduct their foreign currency operations in a way that would 
reinforce and not prejudice the effects of the United States program. 


As this report shows, in the latter part of 1965, at a time when the Canadian balance of inter- 
national payments is normally relatively strong, the current account and general balance of payments 
were suddenly strengthened as a result of the second large wheat sale to Russia. During the autumn 
Canadian borrowers were also selling a large volume of Canadian securities in the United States. As 
a result Canada's exchange reserves, including the net creditor position in the International Monetary 
Fund, increased well above the level at which it was aimed to hold them in accordance with the under- 
standing with the United States, The Canadian authorities regarded this abnormal rise as temporary, 
but it coincided with a period when the United States was quite concerned over its balance of payments. 


Accordingly after reviewing the matter with the United States authorities, the Minister of 
Finance agreed that the financial authorities of both countries should cooperate in requesting Canadian 
borrowers and their underwriters to endeavour to defer until 1966 the delivery to the Canadian borrowers 
of the proceeds of security issues in the United States. The United States authorities informed the 
Minister that they would place no impediment in the way of making such deferred deliveries in 1966. 
As a result of this action in November 1965 it was hoped to smooth out the quarterly flow of capital 
between the two countries in a manner that better reflected the balance of payments requirements, 


In the late fall the United States authorities decided that their balance of payments position 
required the adoption of further guideline measures, Two were of major concern to Canada. “The first 
requested United States financial institutions other than banks to limit the increase in their holdings 
of long-term foreign investments to a small portion of their holdings at an earlier date. The Canadian 
authorities considered that this restriction on the sale of long-term securities in the United States, 
if applied to Canada, would have had very serious adverse effects. Accordingly they sought and 
obtained an exemption from this restriction, justified on the same grounds as the original exemption 
from the interest equalization tax, and in consideration for a Canadian undertaking of the same kind 
regarding the level of Canadian reserves. Since it was not considered desirable to rely too heavily 
on general monetary and fiscal measures to control the inflow of capital, alternative techniques 
involving the repatriation of outstanding Canadian securities in the United States would be used if 


necessary. 


The second important measure was a voluntary ceiling on direct investment by United States 
corporations. Vigorous representations were made by the Canadian authorities that the application of 
this guideline to Canada was inappropriate but after consideration the United States authorities came 


to the conclusion that the guideline had to be without special exceptions if it was to be effective 
in meeting the aims of their general balance of payments program. 


Widespread concern has been evoked in Canada by the developments in the United States program 
to strengthen its balance of payments position, The subject was discussed in March 1966 by the Joint 
Canada-United States Ministerial Committee on Trade and Economic Affairs. The Secretary of State for 
External Affairs has reported to the House of Commons that the United States members made clear that 
the United States Government was not requesting United States corporations to induce their Canadian 
subsidiaries to act in any way that differed from their normal business practices as regards the 
repatriation of earnings, purchasing and sales policies, or their other financial and commercial 


activities; 


As the statistics in this report show, Canada's international transactions have on balance 
contributed strength to the United States balance of payments position, The difficulties which have 
been experienced in adapting the United States measures to Canada's special relationship are in some 
sense a reflection of that relationship. 


Direct investment 


The net movement of capital into Canada for direct investment in foreign-controlled enterprises 
during 1965 amounted to $390 million. This represented a sharp increase from the total of $255 million 
in 1964. The 1964 figure was the lowest recorded since 1950; the figure for 1965, although up sharply 
over 1963 and 1964, did not reach the levels recorded in the years from 1953 to 1962. 


On balance the net inflows in 1965 reflected additional investment by foreign corporations in 
their Canadian subsidiaries or branches and contributed to new capital formation in Canada. Small 
outflows occurred on balance from transactions involving the take-over of existing concerns, 
refinancing, etc. These transactions also contributed to the quarterly pattern of flows and if they 
are abstracted, the remaining movements show greater regularity. 


Industrially, the long period during which capital inflows for direct investment were dominated 
by the demands of the petroleum and natural gas industry and of mining came to an end in 1963 when 
manufacturing assumed first place. It seems likely that this distribution continued in 1965 and that 
inflows to manufacturing again led inflows both to the petroleum and natural gas industry and to 
mining, 


Geographically, the bulk of the net inflow for direct investment continued to come from the 
United States. Net movements from that country accounted for something like four-fifths of the total 
inflow in 1965, with most of the remaining flows originating in overseas countries other than the 
United Kingdom. 


The increase of $135 million to $390 million in direct investment flows to Canada in 1965 may 
be compared with the increase of $462 million to $2,925 million in capital expenditures in 1965 on 
construction, machinery and equipment by all mining and manufacturing enterprises in Canada as shown 
in the DBS publication, "Private and Public Investment in Canada, Outlook 1966 and Regional Estimates" 
(Catalogue 61-205). These areas (which include petroleum refining and oil wells) are those in which 
non-resident capital has tended to be most prominent. It will be noted, however, that foreign- 
controlled concerns in Canada have many sources of funds available apart from direct investment flows, 
and that they have also other needs for funds to finance inventories, receivables, etc. 


Although foreign-controlled enterprises account for an important part of investment activity 
in Canada, the financing role of direct investment flows of capital has tended to decline in recent 
years both in volume and relative importance. Most investment is financed from funds generated within 
the corporations themselves from such sources as depreciation allowances and retained earnings. Direct 
investment flows are one of the methods used by foreign-controlled corporations to augment these sources 
and are in this sense marginal. New material in the November, 1965 issue of the "Survey of Current 
Business" (published by the Office of Business Economics, United States Department of Commerce) 
indicates that funds obtained from the United States by Canadian affiliates of United States companies 
in the manufacturing, mining and petroleum industries, represented only 13, 10 and 6 per cent of the 
total funds available to them in 1962, 1963 and 1964 respectively from net income retained, depreciation 
and depletion, and funds raised in the United States and elsewhere. The funds obtained from the United 
States include not only amounts treated as direct investment in Canadian data, but also new portfolio 
issues in United States markets and borrowing there in short term forms (all of which are included in 
United States statistics as direct investment). 
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Preliminary estimates of the movement of capital for direct investment abroad in 1965 indicate 
a net outflow of $115 million which was considerably below the record of $140 million established in 
1964. This figure was divided about evenly between the United States and overseas countries other than 
the United Kingdom; the flows between Canada and the United Kingdom were nearly in balance. As has 
been the case in the past there was. a wide variety of types of transactions, ranging from the extension 
of petroleum transportation facilities to the acquisition and extension of secondary manufacturing 


plants, travel and recreation facilities, publications, etc. Some major investments were disposed of 
during the period including mining interests, 


Security Transactions 


Transactions in portfolio securities between Canada and other countries in 1965 produced a 
net capital inflow of $503 million, substantially less than the inflow of $682 million recorded in 
1964. The inflow from security transactions was again larger than the inflow for direct investment 
in foreign-controlled enterprises, which until recently constituted the major type of long-term 
capital inflow. The United States was the sole net source of portfolio security capital in 1965 
although, on balance, the value of securities purchased from Canadian residents in 1965 was below the 
1964 level ($568 million compared with $723 million). During 1965 Canada's transactions in portfolio 
securities with the United Kingdom and other foreign countries led to net outflows of $56 million and 
$9 million respectively. 


Portfolio Security Transactions Between Canada and Other Countries 


y 1965 
Net sales (+) or purchases rae 


(-) by Canadians 1964 1965 IQ 1a gl TELCO IV Q 


millions of dollars 


Canadian securities: 


Outstanding! =) Bonds <....<. - =F Ti, + 64 + 3 + 17 + 38 + 6 

SEOECKS. 4%. 5s = O7 - 241 - 83 - 84 - 28 - 46 
Newsdssuest si eae. . Beers: +92,123 elev 27) + 273 + 306 + 298 + 250 
Retirements ...... Aa AARC = 9358 - 373 - 66 - 176 - 57 - 74 

Foreign securities: 
Outstanding: isstes..i«.icc - 46 - 42 =e le - 13 - 16 ~ 2 
INCWHESGUCSEL . 4c selec lala eisie sie - 27 - 54 27 ~ 6 ~ 8 ae 1S 
Retirements! <¢..ee0.5<- eae + 10 + 22 a eee + 14 + 2 + 3 
Pee ree eee 


Roraleg Alle countrieswe 52. + 682 + 503 + 92 + 58 + 229 + 124 


initted Sigates See.6 esses cee a 223 a 568 ape 2. + 178 e223 + 135 


Dat tedsKingdomroyod .. ose. eee - 54 - 56 - 21 - 19 - 6 - 10 
WEBEL ACOUNtmLeStsrne.lects else + 13 - 9 - 19 - 1 + 12 - L 
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It will be seen from the accompanying statement, which shows the composition of transactions 
in 1965, that the $179 million fall in capital inflows between 1964 and 1965 resulted mainly from a 
$144 million rise in the repatriation of foreign-held Canadian equities, In addition Canadian 
purchases of new issues of foreign securities increased by $27 million, 


Sales of new Canadian issues during 1965 at $1,127 million were slightly higher than in 1964. 
Sales of new corporation bonds and debentures, much of which was for further expansion of the aa 
and paper, and petroleum and natural gas industries, brought in record proceeds of $696 million, — 
sales of new issues of provincial and municipal governments declined sharply to $298 million and : 
million respectively, In 1965, as in 1964, there were no Government of Canada new issues Ree 
in foreign currencies or placed on foreign capital markets, although small amounts of issues denomin 
ated in Canadian dollars placed on the domestic market were sold abroad. 
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New Issues of Canadian Bonds Sold to 
United States Residents 


The exceptionally high volume of 
offerings made to non-residents in 1965 


reflected the continued buoyancy of the Canadian 
economy. The 1965 total offerings of $1,326 


a 


Period Offerings Deliveries q ae million to United States residents is the highest 
elivered(1) ; ? : 
figure recorded for any year since statistics 
millions of dollars of offerings have been compiled, and easily 
exceeds the previous high of $983 million 
1963 Year WALL O22 122, reached in 1964, It should be noted, however, 
1964 " 983 1,054 Syl that a proportion of the new Canadian issues 
1965 u i326 ORD 302 placed with United States underwriters is 
frequently resold to residents of other foreign 
1965 Te 339 255 135 countries. In contrast to 1964 and 1963, 
£ISQ 265 298 102 offerings of new Canadian issues during 1965 
rz 378 290 190 were fairly evenly distributed between the four 
IBY 10) 344 232 302 quarters. The pattern of offerings in the two 


previous years was affected by the introduction 
in 1963 of the Interest Equalization Tax in the 
United States and its promulgation (with an 
exemption for Canadian new issues) in 1964, 
Substantial amounts of the offerings in 1965 especially in the third and fourth quarters, were for 
later delivery. The undelivered balance of sales at the end of 1965 was $302 million or nearly six 
times the year-end figure for 1964. This is in part a reflection of the joint request made in November 
by the Canadian and United States Governments to defer until January 1966 the delivery of new Canadian 
issues placed on the New York capital market. 


(1) At end of period. 


The high level of retirements of Canadian securities which has been a significant feature of 
security transactions in recent years was maintained in 1965 when an outflow of $373 million was 
recorded, Retirements of corporation securities in 1965, represented 56 per cent of the total outflow 
for retirements. Retirements of corporation bonds and debentures showed a substantial increase to 
account for an aggregate outflow of $201 million. On the other hand, the outflow for the retirement 
of equities at $7 million represented an appreciable drop from the high levels of recent years which 
had reflected takeovers of private utility companies by provincial authorities. Retirements of 
government bond issues were somewhat down from 1964 levels. 


Canadian residents purchased $54 million of new foreign securities in 1965, twice the 1964 
amount. Purchases of new United States securities rose sharply to $26 million, while an offering of a 
new Canadian dollar issue by an international institution accounted for most of the unusually high 
outflow of $28 million recorded for other foreign countries. The retirement of a Canadian dollar issue 
of the same international institution also constituted a major part of the capital inflow of $22 
million arising from total retirements of Canadian-held foreign securities in 1965, 


The capital outflow from Canada's international trade in outstanding Canadian and foreign 
portfolio securities reached a record high of $219 million in 1965. This was over 80 per cent higher 
than the previous record outflow of $120 million registered in 1962 and was chiefly attributable to 
a sharp increase in the net repatriation of Canadian equities to $241 million - the highest level yet 
recorded, Net sales of outstanding Canadian bonds and debentures were concentrated in the second and 
third quarters, which accounted for $55 million of the total inflow of $64 million, Government of 
Canada direct and guaranteed issues attracted over four-fifths of the total inflow. Trade in out- 
standing foreign securities in 1965 resulted in an outflow of $42 million or approximately the same 
amount as in 1964, This was almost entirely attributable to dealings in United States securities 


with increased net purchases of equities at $60 million being partially offset by net sales of $18 
million of bonds, 


After accounting for retirements non-residents purchased a net $577 million of new and out- 
standing Canadian issues, or the equivalent of 26 per cent of the net new supply of these securities - 
this compares with 25 per cent in 1964. On balance, non-residents acquired about the same proportion 
of the net new supply of provincial and corporate securities in 1965 as in 1964, Their net acqui- 
sitions of municipal bonds, however, formed an appreciably smaller proportion of the net new supply. 


For the first time since 1957 there was a net decrease in the supply of Government of Canada direct 
and guaranteed issues, 


A more detailed review of international security movements in 1965 will be found in the 
December issue of "Sales and Purchases of Securities Between Canada and Other Countries" (DBS 
Catalogue No, 67-002) which also contains information relating to Canada's international short-term 


money market transactions, ownership of net Canadian long-term funded debt, and United States "Income 
Accumulating Funds", 
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Other Capital Flows in Long-term Forms 


Canadian Government non-military assistance abroad in 1965 took the form largely of payments of 
the regular assessments by international organizations of which Canada is a member, official contri- 
butions, intergovernmental loans, subscriptions to the capital of international investment agencies and 
the extension or guarantee of export credits. Assessments and contributions both form a part of Canada's 
payments on current account, while other transactions, to the extent to which they give rise to claims 
on non-residents are mainly reflected as an outflow of capital in long-term forms. 


Intergovernmental loans extended by Canada during 1965, mainly in the fourth quarter, totalled 
slightly more than $1 million. Practically the whole of this amount was extended under the new 
development or "soft" loan program which complements the existing structure of Canada's foreign aid 
program. There are loans administered by the External Aid Office which can be for a period as long 
as 50 years. Normally there are 10 years of grace before the first repayment becomes due and no 
interest except for an annual "service charge" of 0.75 per cent. Soft loans must be spent on Canadian 
goods and services and are designed to help finance projects for which commercial financing is 
unavailable, The program was initiated in November 1964 with the first amounts being disbursed in 
1965. Total commitments earmarked for specific projects under this development loan program up to the 
end of 1965 amounted to almost $100 million - about 95 per cent to Commonwealth countries with the 
remainder going to Latin American countries. In general, loans to Commonwealth countries have been 


negotiated on an intergovernmental basis while those to Latin America are handled through the Inter- 
American Development Bank, 


7 

In the final quarter of the year Canada increased its subscription to the International 
Development Association by $15 million. This institution was established to assist in economic 
development in developing countries whose ability to make good use of capital exceeds their capacity 

_ to service loans extended on conventional terms. To date Canada has paid into the Association about 
$56 million. Not all of these funds have yet been used by the Association and the offsetting liability 
appears mainly in the item for Government of Canada demand liabilities. 


During the year Canada received repayments aggregating $10 million on intergovernmental loans 
' extended earlier, some $1 million more than in the previous year, but $15 million less than in 1963, 
» In both 1964 and 1965 the United Kingdom availed itself of the waiver provisions applicable to the 
/ Canadian loan of 1946. If these repayments had been made, total receipts would have been almost $19 
. million greater in each year. Most of the repayments in 1965 were from India and Belgium as the 
amounts which should have fallen due in 1965 from France and the Netherlands were prepaid in 1962. 
In addition to the repayments of principal there were receipts of $7 million on account of interest 
in 1965, which were also affected by the application of the waiver arrangements with the United King- 
dom. The receipts form a part of the item in the current account covering Canada's receipts of 
interest and dividends. 


The first annual maturity of the medium-term non-marketable United States Government securities 
acquired by the Canadian Government in connection with the Columbia River Treaty arrangements occurred 
in November and resulted in an inflow of $32 million expressed in Canadian funds, Holdings of these 
Securities stood at U.S. $173.9 million at the end of 1965. 


The remaining capital movements in long-term forms in 1965 led to a net outflow of $196 
million in contrast to a small inflow of $3 million in the previous year. As can be seen from the 
accompanying statement there have been large net outflows for some years arising from loans and 
advances under Government programs (excluding the development loan program) related to the financing 
of Canadian exports - including both agricultural products, especially to the Sino-Soviet bloc, and a 
wide range of capital equipment to developing countries particularly those in Latin America, and the 
Commonwealth. Non-resident holdings of special types of long-term finance company debt not included 
with direct investment or the security data decreased by $3 million in 1965 while all other types of 
long-term capital transactions which include bank and other long-term loans, mortgage investments and 
movements of insurance funds resulted in an outflow of $8 million, 


Capital Movements in Short-Term Forms 


Capital movements in short-term forms (apart from changes in official holdings of gold, 
foreign exchange and Canada's balance with the International Monetary Fund) led to a net capital 
inflow of $685 million in 1965, a swing of almost $750 million from the outflow of $57 million recorded 


in the previous year. 
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Detail of Long-term Capital Transactions n,i.e. Canadian dollar deposits of non-residents 
in all these main geographic areas rose in total 
Item D13 by $30 million over the year with increases of 
$6 million for the United States, $16 million 
for the United Kingdom and $8 million for 


i 


Year Export Finance other countries. At the year-end deposit 
and Credits Companies Other Total liabilities to non-residents aggregated about 
Quarter $570 million with residents of the United States, 
i 2 the United Kingdom and other countries holding 
millions of dollars some $350 million, $70 million and $150 million, 
respectively. 
T9G2) tern wicks Btls nS 14 = Sf > IIS 
L963 a ieiaecctereuers - 72 11 US. 14 Government of Canada demand liabilities 
1964. eae, - 164 5 162 3 payable to non-residents increased by $2 million 
LIGS asiahele alsie-e = 185 = = Sok=" 196 in 1965. The amount outstanding was somewhat 
more than $28 million, mainly in the form of 
1964 Ta Oma = Sel 5 2 olde interest-free demand notes issued to inter- 
Qe Re 14 PAey national investment agencies. 
ERE ORs. - 46 - 18 98 34 
LV OM. 5) 4 36 5 Holdings by non-residents of Canadian 
treasury bills increased by $12 million during 
1965 if OW - 43 =p Si) ee NL 1965. The volume of transactions was, however, 
NEY Ole - 60 - 6 - 19 - 85 about one-third lower than in 1964 and less 
tein Opener - 53 4 = ie g= 9 66 than half the 1963 total. International 
ING OY AR - 29 - 5 gate 34 investment agencies continued to be the main 
non-resident investors in these instruments 
(1) Export credits from Canada directly or while other holders appear to be small and 
indirectly at risk of the Government of Canada. scattered, 


(2) Finance company borrowing not included in 
PtemMSaD Ly Ago Lo OCLs 


Composition of "Other Capital Movements" 
(A minus sign indicates an outflow of capital from Canada) 


Year 1964 1965 


1964 1965 EVO I Q Li O™ br Omer Lvao 
millions of dollars 


17.1 Bank balances and other short-term funds 


abroad (excluding official reserves) .... - 526 + 136 - 385 +170 +140 - 73 - 101 
17-2, Canadian commercial paper "7 2. anlecte oteee ae ell, ace 1 - 1 = erie Peekun 4 - 
Lies. Ganadtang finances pape maremicitercrem teeter ete een tee Olam 187.9 - 17 - 38 - 7 -=365 “= 969 
17.4 Canadian finance company obligations, nice. + 52 + 205 aS, ap ae Ge OS) ae BW) 8 
li]. AL othermseransacta ons Gl) meee ieee easte 30) 220) Ee GS + 177 = 13 + 90 «+73 + 318 
Tots lil tem: Dyas oof ton eens terete wees vests £69) 45641 - 189 + 144 + 329 + 28 + 140 
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(1) Includes changes in loans and accounts receivable and payable, and also balancing item representing 
difference between direct measurements of current and capital accounts, 


The largest volume of transactions in Canadian money market instruments in 1965 continued to be 
in Canadian finance paper. International transactions aggregated almost $1,850 million. There was a 
sharp reversal of $375 million in the direction of net capital flows, however, from an inflow of $196 
million in 1964 to an outflow of $179 million in 1965, Outflows to non-residents were evident through- 
out the year being especially heavy in the second half. The accompanying statement shows the pattern 
since December 1962 of short-term paper borrowing by Canadian finance companies both from residents 
of the United States and from all other countries, After reaching a peak in September 1964 United 
States holdings have declined steadily. In contrast to the last three quarters of 1965 other non- 
residents became significant holders of these instruments, accounting for one-sixth of all non- 
resident holdings at the end of 1965, At December. 1965 the $300 million of non-resident holdings 
accounted for just over one-third of the total short-term paper issued by Canadian finance companies, 


es $478 million held at December 1964 represented over two-fifths of the larger amount outstanding at 
that time, 
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Holdings by Non-Residents of Short-Term Canadian Finance Paper 
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Transactions in other finance company obligations of a short-term nature (which include 


borrowings from foreign banks and advances from parent companies) led on balance to an inflow from non- 


residents of $205 million, almost four times the 1964 inflow. An important factor in this increase 
was the reorganization of the financial structure of a finance company following its acquisition in 
1965 by new interests in the United States. In addition there are, of course, other finance company 
transactions not identified separately which are included with capital movements in long-term forms, 
notably in new issues and retirements of Canadian securities. All in all, the international borrowing 
of these companies led to net inflows of about $20 million, $40 million and $35 million successively 
in the first three quarters and to an outflow of approximately $10 million in the last quarter of 1965. 
International transactions in Canadian commercial paper (including provincial guaranteed paper and 
bankers' acceptances) led to a net capital inflow of $11 million in 1965 following an outflow of a 

like amount in the previous year. The gross volume of international transactions for these instruments 
was more than halved from the 1964 total, with the decline being concentrated in the paper of manu- 
facturing and commercial enterprises as the volume of transactions in both provincial guaranteed paper 
and bankers' acceptances developed and expanded rapidly in the latter part of the year. 


The existence of short-term interest rate differentials between the major financial centres of 
the world is, of course, a primary factor influencing international flows of short-term capital. 
Instruments negotiated in this money market vary as to term, currency, credit risk, etc,, so do the 
character, requirements and relationships of lenders and borrowers. When considering these capital 
flows a wide variety of interest differentials could be appropriate; treasury bill yields are one such 
gauge for which published data are readily available. However, as previously noted the volume of 
international transactions in treasury bills especially between Canada and the United States has 
declined in importance in recent years so that while the trends shown in treasury bill yields probably 
apply generally to other interest rates, these rates are not necessarily those at which the bulk of 


short-term funds move. 


Yields on 3 month Canadian treasury bills rose substantially in 1965 closing at the year-end 
74 basis points higher than the year's opening tender rate of 3,80 per cent on January Tes This 
compares with a rise of only 8 basis points in 1964. Yields fell to a low of 3.61 per cent in April 
and then climbed more or less steadily to the beginning of December when they jumped significantly in 
sympathy with the bank rate increase to reach a high of 4.56 per cent towards the end of December, 
United States treasury bill yields also recorded a substantial increase in 1965 and finished the year 
68 basis points higher than the opening rate of 3.77 per cent. Yields on Canadian and United States 
treasury bills as quoted in their respective countries are not strictly comparable mainly because 
Canadian bills are quoted on a true yield basis while United States bills are quoted as a yield on the 
par value.(1) If Canadian yields are adjusted to the United States quotation basis, yield differentials 
with forward exchange cover during 1965 were substantial ranging for month-end observations from a 52 
basis points advantage for Canadian bills in June to a 71 basis points spread in favour of its United 


(1) For an explanation of the difference see the Technical Note pp. 1253-4 of the United States 
Federal Reserve Bulletin of October 1964, 


- 22 - 


States counterpart by the end of the year, Protected interest rate differentials are theoretically 

the stimulus to movements of arbitrage capital which continues flowing until rising costs of exchange 
protection in the forward market and falling yields eliminate any further inducement. In practice, 
however, when account is taken of the costs attendant on transactions and other factors such differ- 
entials are often too narrow to motivate movements of arbitrage capital. At times investors choose to 
accept the risk of exchange rate fluctuation or may have requirements which do not involve repatriation 
of matured bills into domestic currency. 


While yields on treasury bills provide some indication of what has been happening to short-term 
interest rates, the bulk of non-resident short-term funds are invested in other money market invest- 
ments, particularly Canadian finance company paper. Yields on these instruments are, of course, 
normally above treasury bill yields. In 1965 events which had a particularly important effect on the 
availability and price of short-term funds moving into treasury bills, commercial and finance company 
paper were certain of the measures taken by the United States in February to improve its balance of 
payments position, the default of a finance company in June and the December rise in the bank rate. 

As a result, interest rates paid by the large finance companies which started the year at perhaps 
4 1/4 per cent for 3 to 6 month paper increased steadily throughout the year to about 6 per cent at the 
end of December. 


A reduction by Canadian residents of their holdings of bank balances and other short-term funds 
abroad produced a net capital inflow of $136 million - a swing of two-thirds of a billion dollars from 
the outflow of $526 million in 1964, Holdings were reduced in the first two quarters of 1965 and 
increased in the second half of the year, The reduction was more than accounted for by the decrease in 
"swapped" foreign currency deposit liabilities of the Canadian chartered banks to Canadian residents 
for which the holders had obtained foreign exchange protection. Comment on the foreign currency 
operations of the Canadian banks has been included in a preceding section of this report. 


All other transactions in short-term forms are estimated to have risen from $220 million in 
1964 to a record level of $468 million in 1965. Increases in foreign currency banking loans to 
Canadian residents were the most important element in this total and came mainly from the foreign 
currency operations of Canadian banks, There were substantial movements in intercompany accounts, 
with outflows in the first two quarters and inflows in the last two. Other components of this group 
of capital movements include changes in other loans and accounts receivable and payable, and the 
figure also includes the balancing item representing the difference between direct measurements of the 
current and capital accounts. 


About two-thirds of the net movement in 1965 occurred in the final quarter of the year when 
imports rose sharply. Readers may wish to bear in mind that while many exports, e.g. wheat, are either 
on a virtually cash basis, or are formally covered by long-term credits explicitly accounted for in 
other items of capital flows, many imports involve temporary credit. Even without any change in 
payment terms, or practices, shifts in the volume or composition of commodity trade will give rise to 
concomitant capital flows. 


Official Holdings of Gold and Foreign Exchange and Canada's Balance with the IMF 


While official holdings of gold and foreign exchange fell slightly over the year, the balance 
with the International Monetary Fund rose, and Canada's net international monetary assets in these 
forms increased on balance by $157 million. The seasonally strong balance of payments position in the 
third quarter led to an increase of $226 million. In the second and fourth quarters the net changes 


were insignificant, and in the first quarter these external monetary assets were drawn down by $72 
million, 


The decrease in official holdings of gold and United States dollars during the year amounted 
to $11 million, expressed in Canadian funds, while corresponding holdings of sterling were little 
unchanged, Under arrangements between the Bank of Canada and the Bank of England credit facilities 
had been made available to the United Kingdom in the latter part of 1964 through the deposit with the 
Bank of England of the United States dollar equivalent of $54 million of Canada's official holding of 
United States dollars; these transactions were reversed by mid-1965 when the United Kingdom used 
drawings from the International Monetary Fund to repay central bank assistance. 


Official holdings of gold and United States funds, expressed in terms of United States dollars, 
amounted to $2,665 million at December 31, 1965. This was $9 million lower than at the beginning of 
the year, Month-end holdings ranged between $2,480 million at the end of June and $2,681 million at 
the end of November, Official holdings of sterling continued to be limited to working balances, 
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Canada's so-called "gold tranche position" with the International Monetary Fund together with 
loans made under the General Arrangements to Borrow, amounted to $353.4 million expressed in United 
States dollars, at the end of the year, having increased by $155.9 million during the year. The total 
represents the net resources made available by Canada to the IMF, and may be drawn by Canada virtually 
automatically on statement of balance of payments need, although Canada would then be under an obli- 


gation to restore the figure to 25 per cent of its quota which is currently $550 million, i.e. to 
$137.5 million. 


Contributing to the change in Canada's balance with the International Monetary Fund were 
drawings of Canadian dollars by other countries aggregating the equivalent of $290.5 million in United 
States funds, and repurchases by them with Canadian currency of the equivalent of $107.1 million of 
their own currencies, During the year the Fund also acquired Canadian dollars equivalent to $27.5 


million and $35 million from gold sales to Canada and borrowings from Canada under the General 
Arrangements to Borrow, respectively. 


These figures indicate a much greater volume of transactions with the International Monetary 
Fund than in any earlier year, although a significant part represented technical transactions of an 
offsetting nature. The increase in Canada's net balance with the Fund of $155.9 million expressed in 
United States dollars was however almost $100 million below the figure for 1964 when Canada was still 
restoring the balance eliminated by the Fund's assistance to Canada in the exchange crisis of 1962. 


All in all there were 47 transactions in Canadian dollars with the International Monetary Fund 
in 1965, which included drawings by 8 countries and repurchases by 15 amounting to a total of 13 
drawings and 32 repurchases. There were transactions in eleven of the twelve months, In 1964 there 
had been 13 transactions including repurchases by Canada in 5 currencies, and drawings of Canadian 
dollars by 3 countries. 


The largest transaction in 1965 occurred in May when there was a substantial drawing on the 
resources of the International Monetary Fund by the United Kingdom, This included the United States 
dollar equivalent of $107.5 million in Canadian dollars. The IMF replenished its holdings of Canadian 
dollars by the sale to Canada of $27.5 million of gold and by borrowing $35 million from Canada under 
the General Arrangements to Borrow. The net effect was to increase Canada's balance with the Inter- 
national Monetary Fund by $80 million in terms of United States dollars, 


During the year the United States purchased from the Fund Canadian dollars aggregating in 
United States dollars $85 million. These drawings were of a technical nature and the Canadian dollars 
acquired by the United States were sold by it for United States dollars to other members wishing to 
make repayments to the Fund. Since early in 1964 the Fund's holdings of United States dollars have 
exceeded 75 per cent of that country's quota in the Fund, and under the Articles of Agreement other 
members have been precluded from making repayments to the Fund in United States dollars, Insofar as 
Canada is concerned the effect of these technical transactions is washed out; repayments to the Fund 
by other countries offsetting the drawings by the United States. 


Canada's International Investment Position 


This report includes Tables V to X which will be a part of the next annual report on Canada's 
balance of international payments and international investment position. They provide statistics to 
the end of 1963 for the Canadian balance of international indebtedness* together with details of 
Canadian long-term investments abroad up to the end of 1964 and of foreign long-term investments in 
Canada for 1963. The principal factors in changes of both external assets and liabilities are usually 
the flows of international capital and the accrual of earnings. Contributing significantly to the 
growth of Canada's external assets during both 1961 and 1962 was the greater value in terms of Canadian 
dollars of assets denominated in foreign currency. 


Canada's gross external assets (including official holdings of gold) totalled $11.2 billion at 
the end of 1963, an increase of $0.9 billion during the year. The total includes $6.7 billion in 
Canadian long-term investments abroad. Canada's official holdings of gold and foreign exchange together 
with Canada's net position in the International Monetary Fund accounted for a further $2.7 billion. 


Canada's gross external liabilities are shown to have risen to $30.5 billion at the end of 1963 
of which $26.2 billion represented the book value of foreign long-term investments in Canada, The over- 
all rise of $1.7 billion in 1963 was of the same general order of magnitude as in the earlier years of 


the sixties. 


-* The term includes equity investments as well as contractual borrowings and is used in the broad sense 
generally accepted in balance of payments terminology. 


United States Dollar in Canada Exchange holdings and IMF Balance 


Net balance 


Official holdings with Inter- 


Period High Low Close gacmast End of period MMe peis national 
dollars eeoiaaie 
Fund 
Canadian cents millions of United States dollars 
1964 1é 1@ 108.09 107.94 108.06 108.02 1964 EEO 2,466 20 
JEAE (0, 2,534 25 
1G 1, 108.25 108.03 LO Seals 108.09 1iaE 10, 22625 80 
LV 5Q 2,674 19N7 
IEILIE, ©, 108.22 107.50 OV 50 WOW oh) 
1965 TO) 2,554 240 
IV Q 107.63 NOW 25 1O7FESS 107.46 ELEO 2,480 27) 
LIB CaO) 2,614 403 
: LVEQ 2,665 353 
1965 I Q 108.44 HOVeou WO7=97 LO Al 
EO 108.38 NOI TP 108.34 108.04 October 2,644 387 
Oe (6; 108.50 LOVES VOTSS9 107.94 November 2,061 363 
IV Q 107.78 1OV S38 LOWS O LOSS December 2,665 353 
Note: The table of exchange holdings does not include holdings of the Government of Canada at the end 
of 1965 of $174 million of medium-term non-marketable securities of the United States Government 
acquired in 1964 in connection with the Columbia River Treaty arrangments, 
Canada's Accounts with the International Monetary Fund 
Canadian assets Canadian liabilities = IMF holdings of Canadian dollars 
' 
Transactions Transactions se ’ 
Period Subs - Net drawings Sales of Total balance 
Subs= Pores crip- nee drawings (-) of Cana- Canadian liabi- with 
oro Loans BS8er8 tions Ff foreign dian dollars dollars lities IMF (1) 
tion (GAB) awa currencies bewother to IMF 
(Quota) loans by Canada countries for gold 
expressed in millions of United States dollars 
1947-61 550.0 550.0 412 5 =e 96 25.0 Sie, 212 
1962 55020 300.0 S10)5e) 688.2 = 13822 
1963 550.0 = 79.7 608.5 = 5655 
1964 5=.0 565.0 1, - 166.0 = 99750 920 SyES 19 7zS 
1965 35/210 600.0 3550 - 183.4 Vid 5, 246.6 353.4 
1965: 
TO 565.0 - 42.5 32500 240.0 
1G 10) SSS 40 600.0 3520 - 114.0 Pap 5 Py free |S 32695 
PEE @ 600.0 —a ORO OW ES5 402.5 
IV _Q 600.0 49.1 246.6 353.4 
(1) This is a cumulative measure of the net resources provided by Canada to the IMF. The Canadian 


dollar equivalent of the change appears as item H2 in the balance of payments statement. Canada's 
net balance with the IMF when positive represents the so-called "gold tranche position" plus 
borrowing under the General Arrangements to Borrow (GAB). This may be drawn by Canada virtually 
automatically on statement of balance of payments need, but Canada would then be under an obliga- 
tion to restore its net balance to 25 per cent of the Quota. 


Note: The statment is expressed in terms of United States dollar equivalents in accordance with the IMF 


practice, Since members are obligated to maintain the gold value of the IMF's holdings of their 
currencies, there have been adjustment payments between the IMF and Canada in Canadian dollars 


from time to time arising from changes in the exchange rate, These transactions are not reflected — 


above because the series are shown in United States dollar equivalents, and do not appear in the 
balance of payments statements because only the change in Canada's net asset is shown, The ad- 
justment transactions affect the Public Accounts of Canada. 
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Canada's net external liabilities at the end of 1963 amounted to $19.3 billion, having risen 
from $6.1 billion a decade earlier, By the end of 1965 Canada's gross external liabilities were 


approaching $34 billion, assets were some $12 1/2 billion, and the net balance of indebtedness was about 
B2i 1/2 billion, 


The book value of foreign long-term investments in Canada continued to rise during 1963 in- 
creasing by somewhat more than 5 per cent from $24,889 million at the end of 1962 to $26,203 million a 
year later, This rate of increase has been showing a tendency to moderate since 1959, 


More than half the increase took the form of direct investment in Canada which rose by $774 
million, The largest part of this amount, about 47 per cent, was invested in manufacturing, with 
petroleum and natural gas accounting for a further 28 per cent and finance and mining and smelting 
following. Other long-term investments in Canada rose by $536 million, the largest part of which was 
accounted for by net sales to non-residents of bonds of all levels of government. There were relatively 


small increases in other portfolio and miscellaneous investments, with reductions in outstanding invest- 
ment in a number of the industrial sectors. 


United States-owned long-term investments in Canada accounted for 78 per cent of the total owned 
by all non-residents at the end of 1963. This was an increase from 77 per cent a year earlier. At the 
end of 1952 and through 1954 United States-owned long-term investments in Canada represented 77 per cent 
of the total, then subsided relatively with the greater growth in investments from overseas. The 1963 
figure represented a new level of concentration, While direct investments owned by residents of the 
United Kingdom and by residents of other overseas countries both rose, there was a decline in the total 
of portfolio investments in which repurchases from the United Kingdom of railway stocks and repatriation 
of utility stocks played an important part. 


Data for a number of types of Canadian long-term investments abroad are published in Table VII. 
Direct investments abroad by Canadian companies rose from $3,145 million at the end of 1963 to $3,353 
million at the end of 1964. This increase, although large, was smaller than the record figure of over 
$300 million recorded in 1963. However, the relative rate of increase in 1962 had been exceeded in the 
post-war period during the early fifties at a time when the total value of these investments was much 
smaller. (Some part of the increase in 1963 may arise from lagging effects on the data of the greater 
value in Canadian dollar terms of assets denominated in foreign currencies.) There were significant 
increases in Canadian direct investments abroad in 1964 in each of the areas covered by Table VII. 
Canadian companies engaged in industrial and commercial activity accounted for the predominant part of 
the growth. 


The figures are affected not only by international flows of capital, retained earnings, and the 
exchange revaluation effects already referred to, but also by some shifts in the character of invest- 
ments. Changes in the distribution of holdings of public companies may cause their statistical classi- 
fication to shift between direct and portfolio investment abroad. 


Non-residents have substantial equity in Canadian assets abroad through their participation as 
owners in Canadian parent companies. About $1.4 billion of the Canadian assets abroad at the end of 
1963 were beneficially owned by non-residents. An entry of this magnitude is included as a liability 
in the statement of Canada's balance of international indebtedness. 


Canadian portfolio investment in foreign securities totalled $1,797 million at the end of 1963, 
having risen from $1,723 million a year earlier. In 1963 Canadians were net sellers, on balance, of 
$23 million of foreign securities but retained earnings accruing to Canadian shareholders more than 
offset the effects of these sales, 


Most of the increase in portfolio holdings occurred in foreign equities which had a book value 
of $1,522 million at the end of 1963. These included nearly $1,200 million of United States stocks, 
As in the case of Canada's external liabilities the values attributed to these securities are the book 
values appearing in the accounts of the companies themselves. Market values would in each case be sub- 


stantially higher. 


TABLE V. The Canadian Balance of International Indebtedness, Selected Year Ends, 1926 -63? 


Canadian liabilities: 


Direct Investment VIM poh sercscecessccccsscssersoseecuens 1.8 Pe A PR RGITS o Vast! Bt Gia OnsCulamaden € 8.9 LON 10.9 11.9 12.9 Lat 
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Pie l dus dudatas vcs ecucaeansonazocorsciserts 6.0| 7.6] 6.9| 71] 8.0] 12.5] 13.5] 15.6 Wish) 19.0 20.9} 22.2] 23.6 
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anond OG ee tee er eerie eece ite hs OFZ | FOr 2 (ONS. || RONG ORT 0.8 0.8 0.9 iG sat V2 
Canadian dollar holdings of non-residents..... ae ee 0x3 0.3 0.4 0.4 0.4 0.4 0.4 055 0.5 0.6 0.6 
Gross Liabiliti@s? 0c. sescc-cesdsatsssvescecsovessseas sac o0e 6.4| 8.0} 7.4] 7.6] 8.7] 13.5] 14.6 16.7 18.7 20.4] 22.4) 24.0} 25.4 
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Other countries??? 0.2 OZ 0.3 0.4 0.5 0.8 10 3 135 Let pearl 2514 265 
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Canadian long-term investments abroad...... 0.9 1.3 1.4 2.0 336) 433)|) (454 4.5 4.7 4,8 5.0 5.3 a. 
Government of Canada holdings of gold and 
foreign exchange VI .. = a 0.5 17, ee P29) 1.9 1.39 1.8 1.9 ete} 1.8 22 
Net IMF position - - - - OF Cal Ow Ont OcL 0.1 0.1 0.2 OZ 
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Gross assets? 1,3 1.5 1.9 3.9 5.1 6.7 6.8 enki fi Migad 8.0 8.5 9,2 
Government of Canada holdings of gold, 
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Short-term receivables n.i.e.* Deal] Ge CH eWa sills Oh 8} 0.4 0. 4 0.5 0.5 0.5 0.5 
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1 For 1933 and missing years after 1945 unrevised presentation see Tables II and III in ‘‘Canada’s Short-term External Assets and Liabilities 1945-1957’’ 
(DBS Catalogue No. 67-504). 

2? Excludes short-term receivables and payables. 

3 Includes international investment agencies. 

* Country distribution not available. 

5 Includes reserve against inactive assets. 

© Net external assets of the Chartered Banks of Canada amounted to $370 million in 1926 and $180 million in 1930. 

7 Excludes Government of Canada holdings of gold and foreign exchange. 


Note: As figures are rounded, totals do not necessarily equal the sum of their component parts. Roman numerals refer to tables with further detail. 


General note applicable to all statistics of foreign investments in Canada 


Common and preference stocks are included at book (equity) values as shown in the balance sheets of the issuing companies, bonds and debentures are 
valued at par, liabilities in foreign currencies being converted into Canadian dollars at the original par of exchange. 

Investments in Canadian companies have been classified according to principal activities in Canada. 

Investments in Canada shown as owned by residents of the Unites States and the United Kingdom include some investments held for residents of other 
countries. 


For more detailed explanations see “‘Canada’s International Investment Position, 1926- 1954’’. 


TABLE VI. Canada’s Official Holdings of Gold and United States Dollars,} 1953-64 


At end of 


millions of U.S. dollars 


MERC Miencocctvanswevuerarsuberinahnceinsecavecancestaaecd 1,845.3) 1,827.2) 1,871.5] 1,871.4] 1,923.6] 1. 867.7] 1,888.3] 1,856.1] 1.934.9] 1,709.4] 2,600.1) 2, 465.5 
CO TLLENCS era cacaanigna sacs eateaxiay cu aneeeaereasinan canescens 1,750.1] 1,863.3] 1,930.4] 1,899.5] 1,941.8] 1,921.4] 1,934.2] 1,773.9] 1,985.2] 1,808.71 2,691.6] 2,533.9 
ROS UCM SOD acattenmee cae oacrenstatcenaverasacesarece 1,787.3] 1,898.6] 1,936.7] 1,903.5] 1,889.9] 1,888.2] 1,938.3] 1,813.0] 1,924.3] 2,444.6] 2,568.3] 2,624.5 
December 1,818.5] 1,942.6] 1,900.8] 1,936.2] 1,828.3] 1,939.1] 1,869.2] 1,829.2] 2,055.8] 2,539.4] 2,595.0] 2.674.3 


2 Gold, United States dollars and short-term securities of the United States Government held by the Exchange Fund Account and other Government accounts 
and net holdings of the Bank of Canada. 


? Includes some funds representing special international financial assistance in the form of central bank swaps and/or net IMF drawings. 
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TABLE VII. Canadian Long-term Investments Abroad, Selected Year Ends, 1926 - 64? 


Direct investment in branches Portfolio investment in 


subsidiaries and controlled companies foreign securities eer Gov t 
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224 _ 1 235 25 12) on 272 1, 1083 1,380 
240 _ 3 257 26 16 42 299 1, 092° 1,391 
271 _ 5 288 45 16 61 349 1, 0743 1, 423 
327 — 8 344 51 16 67 411 1, 0575 1, 468 
371 - 8 385 53 16 69 454 1, 0393 1,493 
397 1 16 422 we a0 ae ate 1, 0595 52 
rf 30 17 _ 54 Nf 185) 22 76 - 76 
il 34 28 ~ 69 a 12 19 88 - 88 
8 47 30 — 85 4 11 18 103 - 103 
6 51 19 - 16 6 8 14 90 ~ 90 
8 85 98 - 191 a 21 28 219 - 219 
8 93 131 3 235 7 21 28 263 _ 263 
a 102 150 7 266 8 21 29 295 34 329 
8 120 153 10 291 8 19 27 318 35 353 
10 121 156 12 299 10 18 28 327 35 362 
15 95 145 24 279 11 30 41 320 30 350 
16 132 162 26 336 12 31 43 379 25 404 
17 154 165 30 366 183 29 42 408 29 437 
2 186 169 50 426 50 ae as 50 25 Ay 
31 30 85 _ 146 102 51 153 299 Sul 330 
20 36 85 1 142 104 36 140 282 146 428 
21 31 88 2 142 110 33 143 285 485 770 
73) 31 14 2 70 105 36 141 211 566 TLt 
29 82 52 4 167 179 100 279 446 408 854 
34 104 73 4 215 178 103 281 496 389 885 
40 119 80 4 243 174 104 278 521 369 890 
ay 137 73 4 7 fal 167 107 274 545 352 897 
58 150 80 5 293 187 111 298 591 335 926 
5 182 61 5 305 201 Lipa Bie 617 320 937 
19* 218 76 5 318 258 115 373 691 2195 910 
34 274 84 5 397 259 119 378 775 au 992 

36 Sud. L oe | 6 448 oe ae a | ye 
| 
} 1 Figures exclude investments of insurance companies and banks (held mainly against liabilities to non-residents), subscriptions to international invest- 


2 For years 1951-55 see Table VII, ‘‘The Canadian Balance of International Payments, 1961 and 1962, and International Investment Position’’. 
3 Includes deferred interest amounting to $22 million in 1956, to $44 million in 1957 through 1963, and to $64 million in 1964. 

“Includes investments in Newfoundland prior to 1949, ; 

5 Includes $7 million United Nations in 1962 and 1963, and $6 million in 1964, 


_ agencies(Table V), and miscellaneous investments (Table V). Figures include the equity of non-residents in assets abroad of Canadian companies (Table V). 


TABLE VIII. Foreign Capital Invested in Canada, Selected Year Ends, 1945 -63 
Classification by type of assets and nature of national ownership 


A. Owned by all non-residents B. Owned in United States 
Long-term investments iF r 
in Canada | 1057 | 1958 HOPa 1960 1961 1962 | 1963 1048 | 108 1958 1959 | 960 | 1961 1962 | 1963 
r millions of dollars 
By type of assets 
Bonds and debentures: 

Government and municipal} ............ 1,662) 2,326) 2,621 3,112] 3,269) 3,438] 3,737! 4,207] 1,450] 2,061) 2,344) 2,764| 2,903 3, 049 3,387} 3,869 

RaUlwAy'S: <....ceceeqamitessconce-sste ine 843 480 484 492 499 512 475 483 495 166 165 159 152 174 143 151 

Other COMOLALIONS pec.careersveennetores 561) 1,963] 2,181 2,241} 2,309} 2,400] 2,672] 2,860 414] 1,666] 1,863) 1,924] 1,980 2,124 2, 402 2, 585 

Sulbb=totals gee snecesteecsses-tietsete erase 3,066) 4,769| 5,286 | 5,845) 6,077] 6,350] 6, 884) 7,550) 2,359} 3,893] 4,372) 4,847) 5,035 5,347) 5,932) 6,605 
Capital stock of Canadian com- 

PNUES, ercccen sone sove ace aee sesso epvemeeeese> 3,194} 8,875} 9,352 | 9,916] 10, 480) 10, 865) 11,631) 12,018] 2,088) 6,328) 6,679) 7,117) 7,472 7,894; 8,460) 8,916 
Other corporation assets? ...........000+- 548] 2,686) 2,967 3,490} 3,965) 4,429) 4,457) 4,681 413) 2,299] 2,512) 2,954] 3, 294 3,654 Br vat 3, 940 
Income accumulating investment 

PUTS) each ovacetanershcenss sesacvoueaeesc powewes _ 255 342 Shi! 264 266 164 123 - 255 342 yi 264 266 164 123 
Miscellaneous investments 284 879| 1,063*| 1,285) 1,428] 1,696] 1,753) 1,831 130 489 536 587 653 840 872 904 

Total investments ..................4- 7, 092] 17, 464) 19, 010 | 20, 857| 22, 214) 23, 606) 24, 889) 26, 203) 4, 990) 13, 264| 14, 441) 15, 826) 16, 718 18,001) 19,155) 20, 488 

By nature of national ownership 

I. Direct investments (controlled 

in country of ownership): 
Bonds and debentures: 
RAILWAY'S: ox cscs sescdenseeeeesesarteces 46 32 32 28 14 13 4 4 38 28 28 24 10 10 1 1 
Other corporations a 251 1075] 1s 13H: 1,182] 1,211] 1,346] 1,565) 1,608 254| 1,004} 1,058) 1,106] 1,116 1, 255 1, 486 1, 523 
Sub-total coxa eee 327) 1,107) 1,167 1,210) 1,225) 1,359) 1,569) 1,612 292) 1,032) 1,086; 1,130} 1,126 1, 265 1, 487 1,524 
Capital stock of Canadian com- 
DANLTOSHA Ace ser. otne caeee eect 1,860] 6,398] 6,826 | 7,324] 7,839] 8,190] 8,983] 9,529] 1,613) 5,196] 5,515} 5,922] 6,263%] 6,579| 17,093] 17,612 
Other corporation assets? 526} 2,624) 2,887 3,372} 3,808] 4,188] 4,108] 4, 293 399| 2,244] 2,444] 2,860] 3,160%} 3,440 3, 426 3,618 
Total direct investments ....| 2, 713) 10, 129} 10, 880 | 11, 906} 12, 872) 13, 737| 14, 660/| 15,434] 2,304) 8,472) 9,045) 9,912|10,549 11, 284| 12,006) 12,754 
il. Government and municipal bonds’ | 1,662) 2,326) 2,621 3,112} 3,269} 3,438) 3,737) 4,207] 1,450) 2,061] 2,344) 2,764) 2,903 3,049} 3,387) 3,869 
Ili, Other portfolio investments (not 
controlled in country of owner- 
ship): 
Bonds and debentures: 
Railways: 
Controlled in Canada .......... 195 447 451 462 483 497 470 478 457 138 137 134 141 163 141 149 
Controlled in other coun- 
WTUOS 2 raaneceventscvsenersespaatotcees 2 1 1 2 2 2 i 1 - - a 1 1 1 1 1 
Other corporations: 
Controlled in Canada -.-........ 220 618 756 173 809 791 836 979 158 555 682 696 749 771 815 954 
Controlled in other coun- 
BOE eee ee Re 60 270 290 286 289 263 PARA 273 74 107 123 122 115 98 101 108 
SUD-tOlCAlS Piensa eee 1,077; 1,336) 1,498 1,523) 1,583) 1,553) 1,578) 1, 731 617 800 942 953) 1, 006 1,033 1,058} 1,212 
Capital stock of Canadian com- 
panies: 
Companies controlled in 
Cangd a voces anereteerne 1,249} 2,228] 2,274 2,:322\) 2,340) (25/395) 24351) 2; 198 462| 1,058} 1,081) 1,100} 1,104 1; 245 1, 259 1, 207 
Companies controlled in other 
COUNTTLOS So o..ce,.cnesrer erro enes 85 249 252 270 301 280 297 291 13 74 83 95 105 100 108 97 
Other corporation assets:? 
Companies controlled in 
Canada: geccestccecctes ere crre 16 46 59 93 129 197 297 327 13 43 53 19 tulle 187 263 284 
Companies controlled in other 
COUNTIES 2a: ccressaeer ent 6 16 PA 25 28 44 52 61 1 12 15 15 17 27 38 38 
Income accumulating  invest- 
Men UsLUNGSs wtrscseseceetes sm eeeersoeess _ 255 342 321 264 266 164 123 - 255 342 32 264 266 164 123 
Total other portfolio invest- 
WOES eeicese nicucas sxeer en ee sreacse 2,433} 4,130) 4,446 | 4,554| 4,645) 4,735) 4,739) 4,731] 1,106| 2,242) 2,516) 2,563] 2,613 2,828| 2,890) 2,961 
IV. Miscellaneous investments: 
Real estate, mortgages, assets 
administered for non-resi- 
dents, — private investment 
COMPANIES) GUC. 2). v-cccnestee cee 284 879} 1,063*| 1,285] 1,428] 1,696] 1,753] 1,831 130 489 536 587 653 840 872 904 
SUMMARY 

Is Direct investments: .......ccccocs<cesss 2,713] 10, 129} 10, 880 | 11, 906/ 12,872] 13, 737] 14, 660] 15,434] 2,304] 8,472] 9,045] 9,912/10,549 11, 284] 12,006| 12,754 
II. Government and municipal bonds | 1,662] 2,326] 2,621 3,112] 3,269] 3,438] 3,737] 4,207] 1,450] 2,061) 2,344! 2,764] 2,903 3,049 3, 387 3, 869 
III, Other portfolio investments ........ 2,433| 4,130) 4, 446 4,554| 4,645) 4,735] 4,739] 4,731] 1,106] 2,242) 2,516} 2,563) 2,613 2,828 2,890| 2,961 
IV. Miscellaneous investments ........ 284 879] 1,063*| 1,285] 1,428] 1,696] 1,753] 1,831 130 489 536 587 653 840 872 904 

Total investments ................ 7, 092} 17, 464| 19, 010 | 20, 857) 22, 214| 23, 606| 24, 889) 26, 203] 4, 990] 13, 264! 14, 441] 15, 826/16, 718 18,001/| 19,155} 20, 488 
| | He l | 2 


See footnotes at end of table. 
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TABLE VII. Foreign Capital Invested in Canada, Selected Year Ends 1945 -63 — Concluded 
Classification by type of assets and nature of national ownership 


C. Owned in United Kingdom D. Owned in all other countries 


1945 1957 1958 | 980 | 1960 | 1961 | 1962 | 1963 1945 | 1957 | 950 | 1959 | 1960 | 2901 | 1962 1963 


millions of dollars 


Long-term investments 
in Canada 


ee Sia oe 


By type of assets 


Bonds and debentures: 


Government and municipal? ............ 157 145 145 141 127 147 137 121 55 120 132 507 
A 2 2 
See ee ere 316 | 290] 292] 291 290 | 288] 264 | 259 32 24 27 42 37 50 53 203 
Other corporations... 116 200 207 206 214 185 178 178 31 97 111 111 115 91 92 97 
SubCObals «00... seco eecereeeeeneeeenes 589 | 635 | 644] 638 631 | 620] 579 | 558) 118] 241 270 | 360 411 | 383 373 387 
Capital stock of Canadian com- 
panies ......... ‘ec. aliea os de 973 | 1,835 | 1,934 | 1,983 | 2,078 | 2,023 | 2,083 | 2,040 133 (ste) 739 816 930 948 | 1,088 | 1,062 
Other i Sr Resebsta ae kn.-n-c- 103 270 312 378 439 515 509 512 32 117 143 158 232 260 221 229 
| Miscellaneous investments ................ 85 177 198 200 211 223 228 221 69 213 399*| 498 564 633 653 706 
> Total investments ..............0.00000.. 1,750 | 2,917 | 3,088 | 3,199 | 3,359 | 3,381 |3,399 |3,331 | 352 |1,283 | 1,481 11,832] 2,137 | 2,224] 2,335] 2,384 
By nature of national ownership 
1. Direct investments (controlled in 
country of ownership): 
Bonds and debentures: 
Railways......... ssesetesseatenenesenetceass 8 4 4 4 4 3 3 3 re, bas 4 ae = a si a 
Other corporationS........-....0- 13 42 45 39 46 38 24 25 14 29 32 37 49 53 55 60 
eee 21 46 49 43 50 41 27 28 14 29 32 37 49 53 55 60 
Capital stock of Canadian com- 
PGMS por ccs sacs teavek sho sc sn cciteseaiaxenvanss 226 850 938 972 1,057*| 1,072 | 1,209 | 1,244 PA 352 373 430 519* 539 681 673 
Other corporation assets?............ 101 267 309 369 428*|} 500 470 465 26 113 134 143 220%] 248 212 210 
Total direct investments .... 348 | 1,163 | 1, 296 | 1, 384 1,535 | 1,613 | 1,706 | 1,737 61 494 539 610 7188 840 948 943 
II. Government and municipal bonds* 157 145 145 141 127 147 137 121 55 120 132 207 239 242 213 217 
III. Other portfolio investments (not 
controlled in country of own- 
ership): 
Bonds and debentures: 
Railways: 
Controlled in Canada............ 306 285 287 286 285 284 261 256 32 24 PAL | 42 57 50 68 73 
Controlled in other coun- 
ERLE: eeczstrarctwerto quer ccccceccorees 2 1 1 1 1 il = = = = = = _ = ao = 
Other corporations: 
Controlled in Canada............ 46 20 23 28 19 3 4 5 16 43 51 49 41 gly 17 20 
Controlled in other coun- 
ROS nore peetcecbs ina vay inns 57 138 139 139 149 144 150 148 1 25 28 25 25 Pat 20 17 
RUT OSU) Fae eee eee 411 444 450 454 454 432 415 409 49 92 106 116 123 88 105 110 
Capital stock of Canadian com- 
reuse trolled i 
ompanies controlled in 
DTG ete seas OR Ee 691 910 923 935 924 860 7187 708 96 260 270 287 312 320 305 283 
Companies controlled in other 
COMMETICS), 5 Peco secede tedtsets oy ans 56 715 73 76 97 91 87 88 16 100 96 99 99 89 102 106 
Other corporation retone t 
Companies’ controlle in 
Cunada FO ss ae re 2 zZ 1 4 5 6 30 36 1 1 5 10 7 4 4 7 
Companies controlled in other 
caparies Fa RS 2 ee = 1 2 5 6 9 9 11 5 3 4 5 5 8 5 12 
Total other portfolio invest- 
necks saat # NS eee 1, 160 | 1,432 | 1,449 | 1,474 1,486 | 1,398 | 1,328 | 1, 252 167 456 481 517 546 509 522 518 
IV. Miscellaneous investments: 
Real estate, mortgages, assets 
administered for be die 
dents, tivate investmen al 
companies, ROR eee cecengenoeeneonnnese 85 177 198 200 211 223 228 221 69 213 329 498 564 633 653 706 
SUMMARY 
788 840 948 943 
I, Direct investments .....:.scsseese 348 | 1,163 | 1,296 | 1,384 | 1,535 | 1,613 | 1,706 | 1,737] 61| 494 yes a ed ary es Ps 
II. Government and municipal bonds 157 145 145 141 127 147 137 121 55 itn sa me me an nest Be 
III. Other portfolio investments 1,449 | 1,474 1,486 | 1,398 | 1,328 | 1,252 167 . 329%| 498 564 633 653 7106 
IV. Miscellaneous investments 198 200 211 223 228 221 69 - ae 
, 283 1,481 | 1,832 2,137 | 2, 224 2,335 - 
Total investments.................- 3,088 | 3,199 3, eae 381 ee 399 | ARR ES! 352 | 1, 28 I | 


beta at deg mes oa Table IX. 
1 For division into Government of Canada, provincial and municipal see Tal 
2 Includes net assets of unincorporated branches and other long-term investments. 


Long-term investments 
in Canada by type 


Classification by type of investment 


A. Owned by all non-residents 


of investment is hes 
1945 | 1957 1958 1959 1960 1961 1962 | 1963 
=a ; millions of dollars 
Government securities: | 
EXO MNT OU ca cecssscecaetueratece cscrvsacke 564 612 611 657 899 682 342 383 576 
Provincial 17276)" 1,985 1,632) 1,743 oul, 574] 1,099 1,509} 1,544 1,768 
Municipal 781 915] 1,026] 1,038 1,091 194 620 872 1,043 
SUDHCOtALS:<.cc.-e-ceeewne set ctewats 2,621) 3,112} 3,269] 3,438 4,207] 1,450) 2,061 2,764) 2,903 3,387 
Manufacturing: 
Vegetable products ..............+0 608 664 720 749 824 199 440 509 620 
Animal products... 114 128 132 145 162 47 96 115 135 
PPR ELL Gs ee eee cteeeccetecerarere 135 140 141 148 145 41 iL 719 92 
Wood and paper product 1,200) 2204 15.315) L54L0 1,545 383 986 L026) 1,116 1,242 
Iron and products............... 1 Size 450 1,580] 1,647 1,895 297 971 Met72) 1,286 1,425 
Non-ferrous metals .... PSvOsie i koS 1, 255i 92285 dae 209 813 928 992 
Non-metallic minerals 207 221 276 286 321 48 111 142 162 
Chemicals andallied products 617 660 698 768 848 124 418 473 584 
Miscellaneous manufactures... 85 92 98 108 122 34 76 86 109 
Sub-totals (excluding petro- 
leum refining).................--- 5,381| 5,726] 6,115] 6,446 7,074] 1,382] 3,982 4,530; 4,818 5, 361 
Petroleum and natural gas........... 3,187 3,455) 3,120) 14,029 4,703 152)| 25570 3,108; 3, 184° 3,662 
Other mining and smelting.......... 1,657) 1,083 1,977| 2,094 2,347 Qa dios R513 1,701 1,998 
Public utilities: 
PUAULW ASS: cosacccazeccyecncceeseseverereevies 1,413] 1,405] 1,406] 1,366 1,240 720 489 472! 472 
Other (excluding pipelines and 
public enterprises) .............. G12 739 143 656 590 374 471 544 557 
Subtotals ..csscc-ceccetesoxeteusteree, 2,125] 2,144} 2,149) 2,022 1,830] 1,094 960 1,016! 1,030 1,029 
{ 
Merchandising: 2... c.csesesrceves-cverecetese 784 878 872 917 1,003 158 508 612 674 
MN ANC Lal bh. .ccoesevesectpersanceedsonee 1,938] 2,190} 2,380] 2,616 2,847 2851) 1.202 1,471) 1,587 1,872 
Other enterpriSes ..........ccccceseese 254 284 297 348 361 62 185 225 300 
Miscellaneous investments ........ 1,063) 1,285] 1,428] 1,696 130 489 587 | 872 
Total investments ................. | 7,092 17, 464] 19, a1 857 | 22, 214/23, 606 4, 990 | 13, 264 15,826, 16,718; 18,001] 19, 155| 20, 488 
| ae Ik 
C. Owned in United Kingdom D. Owned in all other countries 
1945 | 1957 1958 | 1959 1960 | 1961 | 1982 | 1963 1957 | 1980 1959 1960 1962 
millions of dollars 
Government securities: 
BY OMIUNLONY cceaees reverccacsnenessceevevsacste 65 60 48 34 44 95 169 164 
Provincial... 47 48 47 58 5 19 28 34 
Municipal ....... a 33 33 32 29 6 6 10 15 
Sub-total’ cccis.tcccceencasacserescass 145 141 127 147 121 55 120 207 213 
Manufacturing: 
Vegetable products ................. 124 131 137 136 153 3 12 24 31 
Animal products.......... 6 fi 8 8 8 6 6 us 
TOXtUOS: Boe ciiceentceoscttces 60 59 55 46 4 2 2 2 
Wood and paper products 155 159 167 174 182 8 20 26 34 
Iron and products........... 202 194 201 209 206 10 59 85 108 
Non-ferrous metals . ane 195 192 188 ey 184 1 26 33 36 
Non-metallic minerals ............. 40 45 55 67 1 34 40 82 
Chemicals and allied products 146 153 169 176 180 9 22 34 43 
Miscellaneous manufactures. ... 5 5 5 6 1 1 1 1 
Sub-totals (excluding petro- | 
leum refining).................... 933 945 985 992 1, 032 45 182 251 344 
Petroleum and natural gas ......... 134 162 2704 296 380 1 171 185 | 367 
Other mining and smelting.......... 171 160 152 148 161 19 101 110 115 
Public utilities: 
FVALIWAYS)....ccsesseceee Recesneaxeneiresssve 794 7183 755 699 584 73 123 150) 180 
Other (excluding pipelines and 
public enterprises) .............. 115 125 125 53 29 78 70 56 
SubbatOcal S:oxcccccaccirecesssseaecscetes 909 908 880 Tin) 637 102 201 220 236 
Merchants Ig ress ccucctecesstnecaeces ee 197 225 214 238 250 5 33 41 57 
Pesnavicta le tess. cacsectesscecatticmscens 360 413 469 512 481 54 248 306 329 
Other enterprises ..........csecccessceesee 41 45 51 48 2 14 14 21 
Miscellaneous investments ........ 198 200 211 223 221 69 213 498| 653 
Total investments ................ | poe | 3,199 a8 98 ial S,osk 352 1,283] 1,481 12832) 28137 


TABLE IX. Foreign Capital Invested in Canada, Selected Year Ends, 1945-63 


B. Owned in United States 


196 | 1957 | 1958 1959 1960 1961 1962 1963 
\ 


2,335) 2,384 


=“ 3] = 


TABLE X. Foreign Direct Investment! in Canada, Selected Year Ends, 1945-63 
Classification by type of business 


A. Owned by all non-residents B. Owned in United States 


145| 195 | 1958 | 1959 | 1960 [1961 | 1902 | 1962 | 1963 


millions of dollars 


Direct investment in Canada 
by type of business 


Manufacturing: 
Vegetable products ..2.:.........:. 200 492 521 578 637 648 691 7138 140} 375| 403 442 504 539 583 
PATRI EN POLO GU CES a ececeetssnn-ccceresoee 47 98 105 nals) 122 135 140 153 44 89 95 108 125 129 141 
SRORGLCS score yee eee et abeaaactasse 56 108 115 117 118 122 124 127 28 62 63 68 78 82 87 
Wood and paper products ........ 348 924 945 951 1,033 | 1,064 | 1,098 | 1,184} 316] 798] 819 822 939 950] 1,029 
Iron and products. .................0: 277 | 1,089} 1,205] 1,345 | 1,441 | 1,504] 1,584 |1,730] 272] 896 961] 1,095 1,248 | 1,326] 1,479 
Noneferrous metals .................. 211 867 926 977 983 | 1,020 | 1,022 | 1,034] 203] 789] 845 892 931 939 949 
Non-metallic minerals ............ 43 157 174 198 240 249 265 274 39] 101 110 127 140 136 145 
Chemical and allied products 144 561 595 637 671 741 780 822} 118| 405} 434 460 538 565 605 
Miscellaneous manufactures ... 33 80 82 89 97 106 115 120 31 15 76 83 100 109 114 

Sub-totals (excluding petro- 

leum refining) “.......:.......... 1,359 | 4,376} 4,668 | 5,011 | 5,342 | 5,589 | 5,819 | 6, 182 |1, 191 |3, 590 |3, 806 | 4,097 4,603 | 4,775 | 5,132 
Petroleum and natural gas ........ 141 | 2,559 | 2,816 | 3,082 | 3,313 | 3,534 | 3,901 | 4,119] 141 |2,380 |2,598 | 2, 836 3,060 | 3,277 | 3,464 
Other mining and smelting ........ 237 | 1,044 | 1,116 | 1,223 | 1,439/1,5 1,686 | 1,758} 215] 971 |1,030| 1,146 1,451 | 1,595 | 1,666 


Utilities (excluding pipelines)... 375 286 287 282 285 28 294 299 
859 883 
1, 867 


326 


858) 215] 216 217 
147} 423) 458 505 
TOSS elo) OO 904 

54] 174] 187 207 


228 238 250 
520 565 586 
PeLTI Leah, oo 
251 269 262 


MET CHANGISING: 22. -c-.cccecs-d-eecceeu-ese+e 202 621 684 761 157 804 
MU OIC LAI se. voeenn -Soegwagceaveseisetiiecsstrs 339 | 1,026 | 1,073 | 1,289 | 1,464 | 1,660 


OMer ENterpriSes. Hacb..scac-ciecesies 60 217 236 258 272 312 


MOUAL SG rcesraccverrseresccsts iets -<esoce 2,713 ho, 129 |10, 880 |11, 906 | 12,872 


C. Owned in United Kingdom D. Owned in all other countries 


— 
1945 | 1957 | 1958 | 1959 1960 1961 | 1962 1963 | 1945 | 1957 | 1958 | 1959 1960 1961 | 1962 | 1963 


millions of dollars 


5, 434 |2, 304 |8, 472 |9, 045 1, 284 |12, 006 |12, 754 


Manufacturing: 
Vegetable products ............0 60 110 108 ey, 19 25 21 23 9 
ANIMA] PrOdUCtS® s.c...-.0c.es0sec50- 3 5 5 6 5 5 4 5 5 
ab SUMS Reavewe-eertcaensccceneteseaere:ster= 26 | 46 51 49 = 1 1 1 1 
Wood and paper products ........ 30 125 125 127 2 9 10 15 22 
RFONVANG PLOGUCES <<..:5.<0s---c20020 4 147 186 180 70 58 65 68 61 
Noneferrous metals ............00 8 61 63 64 21 28 24 23 23 
Non-metallic minerals ............ 4 26 30 34 37 68 72 80 80 
Chemicals and allied products 19 139 143 150 27 31 33 38 41 
Miscellaneous manufactures ... 2 4 5 5 1 it 1 1 1 
Sige sige le >a cal 156 663 716 732 182 226 231 254 243 
Petroleum and natural gas ........ ~ 64 90 116 130 220*| 240 326 332 
Other mining and smelting ........ 22 68 77 68 9 25*| 36 24 29 
Utilities (excluding pipelines)... 16 37 41 40 20 21 23 18 16 
Merona SING :..,c-ncs:srs-screeeasncziecees 51 167 191 219 37 48 53 58 53 
RAMAN Mg oS eas raancvi sae 98| 131} 142} 168 217 238 | 243| 248) 251 
Other enterprises «0.0... 5 33 39 41 10 10 14 20 19 
Cn eC ee 348 | 1,163] 1,296] 1,384 610 788 | 840| 948) 943 


1 Direct investment covers investment in branches, subsidiaries, and controlled companies; the figures are part of the totals in Tables VIII and IX. 


oo 


QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1964 are subject to revision 


IV I ial 


millions of dollars 


A Current receipts: 
1 Merchandise exports: (adiusted)) ses... eee eee eee 2,014 iy 7/38, 2,198 
3 Goldiproduction avaulable for export, 224... 0e eee ee eee 39 sey Al 
4 Mra velke MpemdituireS ee. e eco eco oe ee eee 104 59 140 
5 Interestjand’ dividends .....25 eee cee ee ee 86 65 56 
6 Mircightaamarship mim cee. ncn, Sek scctce eee: cee ee reas ek ee ret E57 ele 165 
7 Inheritances andiimmugrants: fumdse. ee eee cece seeeee erases 38 32 43 
11 AY-other current, rec erpeS eters ccs tC ne 118 1772 124 
12 TRotabcurrentreceipts) ...284:..4:424,.. ice pea. oan Ree ee 72. 5/50) 2 GO 2,767 
B Current payments: 
1 Merchandise importsi(adiusted)) .4.00-..cce- es eee 1,810 1,.695 2,048 
4 FE REVO CX pM C Sm eerce cascode sas eoetovnscs tore tees aceon eee one Sean wand ea tesa ee 109 150 187 
3 Interest amd: Gividlentdseie:.. hs ccsccce ees eee ON Sere: Sere ene cota ne onan Soetennee 285 236 209 
6 bh cess of 4 0 UREN GCG haf) QUE) 0) 0) 1 8 2< Maeda aR ede eet NE ere apt, aa den cg SRN eRe EE eo Ree 178 ey, 176 
Ul Inheritancesvand! emilerants funds? Gee sees secs ee cacee cae ooo ce oe 5,8) 40 45 
9 Official contrition cc kactes. dey ei eRe eee tee oa 16 12 16 
bia | AIT OtRer CUIREMU Day MUS! wes ran. coat cnc cone eeten sae neseteee tecene ere eee 224 244 234 
D2 Fatal current payments... 2%... 095.2. Sab ee, ee EW i 2,514 MP 4 0 
Cc Current account balance: 
1 Merchanatise-trade. <a eet cn et hn Bee are eerste rc cee tea se + 204 + 35 + 150 
2 ©thentransactions,, exeludines 8:9!) wa. eee eee eee eee - 307 - 361 - 282 
3 Official contributions .eiker eet eke, ae ee Lee ee ese - 16 = 12 - 16 
4 Total a0} She Pen arch inte ee oii ear eee nee ics te a - 119 - 338 - 148 
D Capital account: 
Direct investment: 
1 Direet investment in’ Canada 20). 28. +780 + 69 + 44 
2 Direct investment: abroad’.....c..1c5.-. ees et eee ce - 33 - 44 - 68 
Canadian securities: 
Sel Trade in outstanding bonds and debentures. .............:..c:s:o-ceeseeceesee - 4 + 4 + 14 
See Trade in outstanding common and preference StockS .....c.ceccceee oo (Ai) = 44 - 8 
4 NIEWCISSWES: cao creek ct eee Uo ee dO RE co eee at EL + 75 + 138 + 318 
5 RREUIPOMOMEST coc cee can tee Os ot ne ade Sort MAN, Wet eit Bi - 87 - 109 - 100 
6,7,8 Foncigni SCCunitiesees ae ee ee Ce a ns Ae, - - i - 38 
Loans and capital subscriptions by Government of Canada: 
9 MGVANCOSHECtC!, -. AN eie. c..<c ee ie ee a Ace cee et eee - 10 ~ 2 - 
10 Repayments: to Canadas eee. eee ee ee oe eee, ame + 19 + 4 + 
11 Columbia: River Treaty, netrs......c so on eee - - = 
13 Long-term capital transactions: nvike@nc...c eco ees eerste ches + 27 SOE: - 12 
Change in Canadian dollar holdings of foreigners: 
14.1 BODO SUS Pesce eters Ree a Phe OR + 44 + 20 - 9 
14.2 Government of Canada demand liabilities ooo. ceeceseeeeeeeees a5 5 - - 3 
14.3 Canadian treasury: bills: 4. ee ee ee ee eee Sy = 4 + 14 
17 Othemcapitall movements: <a ie...ck er eee eee + 110 + 287 + 62 
E Net capital movement (excluding monetary items shown below) in 
af Mone-vernt form's): (Die toe WiiS))p c-section + 25 - 15 + 152 
2 Shomt-verm: fons; (Dua tow Dig see coe eee cee se ee + 122 + 311 + 64 
3 PR OCQNM cetera rare ee Rete nL et ee ee eae + 147 + 296 + 216 
H = C+E| Official monetary movements in the form of: 
1 Change in official holdings of gold and foreign exchange .............. + 28 - 127 + 62 
2 Change in net International Monetary Fund poSition .....ccccccccccsccsseeeees - + 85 + 6 


3 | Other special international financial assistance 


TEL 


+ 


Notes: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A Pf henley trade statistics are adjusted for use in this statement. Details of these adjustments are shown in 
B 1) the annual reports on ‘‘The Canadian Balance of International Payments’’. 


A ne} Calne item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, 
B 11) insurance transactions, and business services. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


Note: Data for 1965 are preliminary and data for 1964 are subject to revision 


1965 Annual totals 
ee ea OP a ee Ce AM ERs ost Pa 
I Lt yO IV 1962 1963 1964 1965 
millions of dollars 
15625 2,189 ZinLoe 2 4od: 6,380 7,082 8,240 8437 1 
35 34 35 34 IRS 154 145 ibys! 3 
63 154 408 112 562 609 662 Wey 4 
65 78 65 8 O)7/ 202 230 Shits} 315 5 
138 167 ay 174 509 563 645 656 6 
42 5B) 63 Syl 124 jbsyil 169 PANEL 7 
138 142 146 147 451 473 502 573 iG 
2,306 2,819 SYS IBS) 3,086 8,383 9,262 10,676 141, 307 12 
B 
1,867 Dalai: PRS ALO 2,445 6,203 6,579 T5540 8,636 1 
itsyz 214 213 147 605 585 7A 786 4 
236 247 224 341 794 860 978 1,048 5 
147 192 201 196 595 648 685 736 6 
40 48 60 58 FPS) 186 190 206 7 
Ds 20 Sal: 18 36 65 69 92 9 
242 248 IS, 259 849 881 935 999 1a 
Day OT 3,186 3, 46 3,464 Sh 2S) I} 9, 804 11,109 12,203 V2 
C 
- 42 - 28 sp ibs) + 16 ap Sk T/ zh + 503 oh: 700 + 101 1 
- 336 - 319 - 114 - 376 = 0S - 980 - 1,064 - 1,145 2 
a. es = 20 - 31 - 18 - 36 - 65 - 69 - 92 3 
- 401 - 367 =~ 1b(6) - 378 - 874 - 542 ~ 433 - 1,136 4 
D 
+ 70 + 120 + 100 + 100 SF 495 + 280 aF 25S: + 390 1 
= 135 ~ 5 - 50 - 25 - 109 - 135 - 140 - Li 2 
+ 3 + 17 + 38 ae 6 ar 64 + 39 a 77 + 64 3.1 
- 83 = 64 - 28 - 46 - 116 - 170 - 97 - 241 3.2 
+ 273 + 306 + 298 + 250 aE 728 + 984 + 1,123 = reel Leet By) 4 
- 66 - 176 - 57 - 74 - 320 - 404 - 358 - Si7/e' 5 
= 35 - 5 - 22 = a2 - 65 + 22 ~ 63 - 74 6,7,8 
z - - - 16 ~ 22 - 18 - 10 - 16 9 
5 a 32 + 1 + 2 + 129 + 25 + 9 + 10 10 
- - - + 32 - - + 54 + 32 11 
Sm yell - 85 - 66 - 34 - 116 + 14 ar 3 - 196 13 
+ 38 - 37 - 19 + 48 - 13 + 43 + 28 + 30 14,1 
ar oe a + 12 : 4 $e - - 2 ec 
27 - 10 ae =e + 4 - 27 - 16 4 12 "ck 
+ 144 + 329 28 + 140 ar 374 + 34 ~ 69 ar 641 
E 
127: + 90 + 214 + 183 + 668 + 637 a 853 =F 608 : 
+ 208 + 278 = 2 + 197 aF 361 + 51 - 5) + 685 : 
soy BWA, + 368 + 216 + 380 + 1,029 + 688 rs 796 + 3,293 
H=C+E 
86 - ill ’ 
- 118 - 92 + 144 + 55 ar SS) 7/ + 60 + : 
+ 46 + 93 + 82 - 53 ~ ae c ts at + site : 
Notes: D A minus sign indicates an outflow of capital from Canada. 


D 1,2 Exclusive of undistributed profits. 


D 17 This item includes mainly changes in private and 
transactions, loans, and changes in open accoun 
representing unrecorded capital movements and errors an 


H 3 Aminus sign indicates a receipt by Canada. 


chartered bank holdings of exchange, international money market 
t commercial indebtedness. It also includes the balancing item 
d omissions throughout the accounts. 
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